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LEGISLATIVE ATTITUDE TOWARDS FIRE INSURANCE RATING. 


The developments of anti-compact 
legislation during the current year 
have been unusually interesting, for 
while on one hand in Arkansas we 
have this legislation carried to its ex- 
treme point of severity, yet in other 
western states there is found a new 
and gratifying moderation upon the 
question, together with an apparent 
appreciation of the fact that anti-com- 
pact legislation does not of itself pro- 
duce the results at which it is aimed, 
namely, lower raies and competition. 

The Missouri insurance commis- 
sioner in his annual report (Mis- 
souri being one of the most rabid 
anti-insurance states) calls especial 
attention to the fact that the aver- 
age rate charged in Missouri has ad- 
vanced from $1.01 in 1900 to $1.24 in 
1904, and he also points out the fact 
that while rates in 1904 reached their 
highest point the loss ratio in 1904 
was an extremely favorable one. He 
says furthermore, ‘It is stated on 
good authority that the rate charged 
the insuring public in Missouri is 
much greater than the rate charged 
on the same class of risks in adjoining 
states.’’ 


There is no apparent reason he 


thinks for this ‘‘discrimination against 
Missouri.’’ One reason, however, why 
rates in Missouri are high in the face 
of a favorable loss ratio is the antag- 
onistic attitude of its state legislature 
towards insurance interests, a situa- 
tion which those interests have vainly 
sought to relieve. The loss ratio in 
Missouri, as compared one year with 
another, is not the only basis of de- 
termining the relative profits to in- 
surance companies. 

Under the conditions existing in 
Missouri it is probable that the ex- 


pense of doing business is excessive 
and that this part of the cost could be 
considerably reduced by a more liberal 
attitude towards the companies. 
Restrictive legislation ‘‘restricts’’ com- 
petition and does not loosen it up as 
designed. The more drastic the legis- 
lation the greater the obstacles in the 
way of the free play of competitive 
forces, and the greater the inducement 
towards that monopoly and elimina- 
tion of competition which these laws 
are ostensibly designed to prevent. 

In Minnesota, where a special com- 
mittee was appointed to investigate 
the insurance situation, we find a 
happy recognition of this fact. While 
the report of the committee so ap- 
pointed does not indicate an ex- 
haustive inquiry, yet it is interesting 
as showing the conclusions reached 
from its investigation, which may be 
summed up briefly as follows: 

1. States having anti-compact laws do not 
necessarily enjoy lower rates. 

2. Country districts do not pay for losses in 
large cities. Large cities in Minnesota have 
the best records, other cities and towns folluw- 
ing. while outlaying country districts show the 
worst experience. 

8. Expenses, including salaries to officers and 
commissions to agents, are too high. Com- 
plaints against low uniform commission agree- 
ments come from agents who desire to represent 
high commission companies. 

4. Passage of a fire marshal bill will help to 


reduce rates. 

The work of this committee is a 
considerable step towards a more in- 
telligent consideration of rating ques- 
tions by state legislatures. But a 
more interesting effort is that in- 
augurated by the Tennessee legisla- 
ture which appointed a “‘joint legis- 
lative committee’’ to inquire into the 
relation of rates charged in Tennessee 
as compared with other states, the 
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mode and manner of doing business 
in Tennessee and the financial condi- 
tion of the companies. 

The committee first met February 
9 and worked continuously until 
March 4, holding sessions in Nashville, 
Memphis, Chattanooga, Knoxville and 
Bristol, Tenn., and in Raleigh, N. C., 
and Atlanta, Ga. In each of these 
places witnesses were examined repre- 
senting property-owners, manufac- 
turers, merchants, bankers, farmers, 
public officials, officers und agents of 
fire insurance companies, both stock 
and mutual, and the insurance com- 
missioners of Tennessee, North Caro- 
lina and Georgia. 

The findings of the committee are 
that Tennessee rates are high as com- 
pared with other states, nevertheless 
the testimony elicited seems to show 
that Tennessee business has not been 
profitable to the companies. The 
cause of the large fire waste is be- 
lieved to be over-insurance and de- 
fective construction, the blame for 
the former resting both upon the in- 
sured and the agents of the compa- 
nies. 

Relative to thé method of rate 
making in Tennessee, the committee 
found the state to be one of eighteen 
under the jurisdiction of the ‘‘West- 
ern Union Fire Insurance Association, ’’ 
headquarters in Chicago, the states 
of Kentucky and Tennessee being un- 
der an auxiliary body known as the 
‘Kentucky and Tennessee Board.’’ 
Acting in conjunction with the latter 
are local boards of Nashville, Memphis, 
Chattanooga and Knoxville. The rates 
made through this machinery the 
committee finds are strictly adhered to 
and no competition is permitted, 
violation being punished by fine and 
non-intercourse. The few ‘‘non-union’”’ 
companies operating in the state fol- 
low the union rates. 

The committee finds that under this 
system competition in Tennessee is 
“entirely eliminated’’ with the ex- 
ception of a small business done by 
farm mutuals and on property insured 
in unauthorized companies of doubt- 


ful financial standing. The committee 
reports its inability to find any evi- 
dence of a ‘‘pooling’’ of interests 
among the companies in the matter of 
profits, as is done in the case of the 
ordinary commercial trust, the or- 
ganization having to do only with the 
maintaining of uniform rates. Upon 
this condition the committee makes 
this comment: 


The advocates of this combination justify it 
upon the ground, that inasmuch as fire insur- 
ance rates must be based upon experience and 
inspection, the “Union” can do for all what 
each must otherwise do for itself, and that a 
great saving to the insuring public is therefore 
effected. As the expense of the operation must 
be paid by the insured to this extent, this com- 
mittee believes the ‘‘ compact” proper and bene- 
ficial; but when it goes further and establishes a 
system such as that existing in Tennessee, which 
absolutely stifles competition, it is wrong and 
injurious. 


As the result of its investigation the 
committee recommended (1) the enact- 
ment of a fire marshal law; (2) the en- 
actment of a standard policy permit- 
ting the attaching of riders containing 
the ‘‘limitation,’’ the ‘‘three-fourths 
value’ and the ‘‘iron safe’’ clauses; 
and (3) a law permitting corporations 
to prepare rate schedules, classify fire 


experience and make inspections, but 
forbidding the practice of penalizing 
on rates. 

Bills covering these recommenda- 
tions were introduced but none of 
them were accepted by the legislature. 
On the contrary, an anti-compact bill 
prohibiting rate agreements was sub- 
stituted and passed and was only 
amended through the activity of local 
agents in such a form as to permit 
local boards to employ inspectors and 
prepare schedules for the improve- 
ment of property, under which amend- 
ments it is understood that it will be 
possible to maintain local boards and 
issue advisory rates where there is no 
agreement and no penalty attached 
for deviation. 

In our opinion, the members of the 
Tennessee legislature lost an excellent 
opportunity to promote a scientific 
system of rate making in that state. 
The joint committee evidently pur- 
sued its investigations impartially and 
without prejudice, not rendering a 
finding which by any means satisfied 
the companies, and which evidently 
did not satisfy the legislature. 
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REASONS WHY FIRE INSURANCE RATES AND EXPENSES ARE HIGH. 


A. W. NEALE BEFORE THE RETAIL MERCHANTS’ BOARD OF CLEVELAND. 


The expense account now burdening 
the fire insurance business is a trouble- 
some problem. It consumes an alto- 
gether disproportionate amount of 
the premium. 

There are a number of items of 
which the expense account is made 
up; principally management, field, 
which includes inspections and ad- 
justments, rating, taxes and licenses, 
advertising and agents’ commissions; 
but it is the latter to which we wish 
to draw particular attention. 

Management expenses are, as a rule, 
probably economical. There is a 
tendency towards retrenchment in the 
field expense, notably in the employ- 
ment of a common channel for in- 
spections andsurveys. This tendency 
is also notable in the matter of ad- 
justments, quite a number of compa- 
nies now being associated for this pur- 
pose in the different underwriting 
fields; but there is still room for im- 
provement. The item of taxes is, of 
course, a difficult one to handle and to 
a large extent, is beyond the control 
of the companies. 

Doubtless considerable money is 
wasted in injudicious advertising such 
as patronizing trade papers of doubt- 
ful value, also perhaps in the matter 
of calendars and blotters; but as to 
this, we notice our patrons generally 
desire anything attractive we have 
to offer in this line. 

By far the largest single item of 
expense is the local agents’ commis- 
sion, which has grown in recent 
years beyond a reasonable figure, 
especially in the larger cities, and 
is a subject of complaint upon the 
part of the insuring public. There 
are many reasons why this item has 
grown to its present proportions, 
but there is no good reason why it 
should continue to grow or why it 
should not be reduced without fur- 
ther delay, if our leading companies 
could be prevailed upon to come 


to an understanding, take the bull 
by the horns and force a retrench- 
ment. 

How can it be accomplished? The 
answer is, By having no ‘‘preferred 
business.’’ I will say, for your infor- 
mation, that ‘‘preferred business’’ is a 
class which has been uniformly profit- 
able and has had an almost unvarying 
loss ratio for many years. It consists 
principally of dwellings, school build- 
ings, churches and other similar 
classes. 

I am emphasizing what every un- 
derwriter knows and ought to admit, 
whether he will or not, that the pre- 
ferred business is the chief cause of 
the existing high expense ratio. There 
has not been a better time in years, 
and there never will be a better time 
than now, to reduce preferred rates. 
The worst evils in this world are the 
most difficult to handle and so it has 
proven with this one. Many compa- 
nies have been built up largely on the 
class and many owe their very exist- 
ence to it,and have secured it by 
studied methods. Many others, which 
are writing a more general business, 
have a goodly share of it and don’t 
like to have the subject agitated. 

As a-matter of fact, a great deal of 
this business has actually been stolen 
from companies to whom it more 
naturally belongs, and now these “‘pre- 
ferred’’ gentlemen will undoubtedly 
refer to business thus amassed as 
‘four business’’ and say that we don’t 
propose to have ‘‘our business’’ in- 
terfered with. They will have thou- 
sands of agents with them who will 
look at the matter through the same 
colored glasses, but many of whom 
are nothing more nor less than the 
product of the preferred class and its 
handmaid the multiple agency, nei- 
ther of which is of any value to the 
insuring business public, although un- 
wittingly they are contributing to the 
support of both. If this matter were 
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just a little advertised, ina plain way, 
the public would soon do the rest. 

If the companies which specialize 
almost exclusively on this class should 
quit business tomorrow, they would 
never be missed, because generally 
speaking they have steadfastly de- 
clined to assume the risk where they 
are needed, and the business they 
now have on their books could be as- 
similated by the general writing com- 
panies without the slightest twinge of 
indigestion. 

Strange as it may seem, the exces- 
sive commissions on preferred busi- 
ness, especially in the larger cities, 
has become contagious aid has spread 
to the non-preferred and losing classes 
and thus increased the expense ratio. 
The hazardous business should not 
pay over 15 per cent. commission, but 
I will let you into a secret, it now 
pays several points more than that. 

My contention then is that the 
rates on this class are too high, that 
thereby they breed high commissions 
on the class, that high commissions on 
this class have spread, even though 
illogically so, to other classes and that 
a reduction in rates on this class will 
lead to a reduction in commissions on 
all classes, and that thereby the public 
would secure the benefit in lower 
rates. Many insurance men will not 
admit my contention but I think you 
can easily guess the reason why. 


Are Rates Too High? 


We now come to a question which 
may more directly appeal to you. Are 
insurance rates too high? Yes. Who 
is to blame? Aside from features just 
discussed a few moments ago, the 
public. 

We are traveling at too fast a gait. 
Just so sure as rapidity of motion 
creates friction which, in turn, gen- 
erates fire, just so sure does the rapid 
pace of the American general public 
stimulate an enormous fire waste. 

We have some building codes in this 
country that look pretty well on paper 
but are not, as a rule, what they 
should be and further are not properly 


enforced. Here is one case where 
effective legislation would be bene- 
ficial. Our new building code is said 
to be quite in advance of what we 
have had heretofore, and probably as 
good as would be sustained by public 
opinion at this time, but public opin- 
ion needs to be educated. 

Conflagrations. 

The new building code will not 
help much on old buildings, and we 
are just about as liable to have a 
conflagration in our down-town dis- 
trict as was Baitimore, Rochester, 
Toronto, Omaha, Indianapolis, New 
Orleans and other cities during the 
past year or so, where more than 
$100,000,000 has gone up in smoke in 
extraordinary fires. A careful inspec- 
tion of our large cities reveals an 
amazing carelessness and the wonder 
is that we do not have more fires than 
we do. As a matter of fact, the aggre- 
gate of fire loss for this year is about 
$10,000,000 in excess of the average. 
These conflagrations are unnecessary 
and preventable. The trouble is that 
the object lessons are soon forgotten 
by both the public and the insurance 
companies, and good _ resolutions 
formed at the time are quickly dissi- 


pated. 
Schedule Rating. 


I am glad to say that a schedule 
system of rating is hound, in the long 
run, to reduce the fire waste and con- 
sequently fire rates by penalizing 
defects and allowing credits for im- 
provements. The system has not 
reached perfection but it is a long 
step in the right direction, yet is 
objected to by many business men 
through failure to appreciate its 
merits and because incidentally it has 
increased their insurance rate. 

In the light of present scientific 
methods we must admit that the old 
rates were sadly out of joint and that 
they failed to stimulate improve- 
ments, care and cleanliness. By no 
means would insurance interests go 
back to such a system, neither would 
an informed public. It would certainly 
be a step backward. 
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Insurance companies are obliged to 
expend a large amount of money from 
which they receive only an indirect 
benefit. The conditions that made 
Baltimore fires possible demanded 
consideration and made it necessary 
to spend money and time for confer- 
ences, investigation and application of 
a remedy. The Underwriters’ Lab- 
oratory at Chicago costs money, but it 
is an invaluable aid to companies and 
the public in its researches into the 
dangers of new chemical and other 
hazards and new combinations of haz- 
ards. 

Let me say that the attitude of the 
fire insurance companies is frequently 
misunderstood. They spend a great 
deal of money, gratuitously in a 
sense, that both hazards and condi- 
tions may be improved. They expend 
more than a million a year in this 
country for intelligent surveys and 
rates from which they do not receive 
all the benefit. It should be said to 
the credit of our leading stock compa- 
nies that they will insure almost any 


kind of a hazard that is offered them 
at some rate, except a moral haz- 
ard, but they would prefer to insure 
and to carry larger lines on good risks 
at low rates than on poor risks at any 
rate. 

Insurance men will gladly meet you 
half way in improving present condi- 
tions, but you must come your half. 

There is part of the work that 
they cannot do: it is yours to do. 
Your share in the program is to assist 
in bringing about a repeal of burden- 
some and useless legislation, to im- 
prove your individual properties by 
protecting exposed wall openings with 
approved fire coverings, by protecting 
all vertical openings where feasible, 
by keeping clean the bottoms of 
elevator shafts, your basements, pack- 
ing and working rooms, by looking 
after your defective electrical wiring 
and by consulting more freely your 
insurance agent or the inspection 
bureau about improvements in gen- 
eral, and you will not be long in reap- 
ing the benefit in the matter of rates. 








DOES KNOWLEDGE OF COST ENTER INTO RATE CALCULATIONS? 








In the Journal of Insurance Econ- 
omics for February we advanced the 
contention that ignorance as to the 
cost of production was not peculiar to 
fire insurance but was found in every 
branch of trade, and that price fixing 
agreements in all lines of business 
were as essential for stability and 
protection against ignorant competi- 
tion as in fire insurance. From this 
we deduced the conclusion that there 
was no economic reason why fire in- 
surance should be exempt from anti- 
trust legislation any more than other 
industries. 

Appertaining thereto we find the 
following in the ‘‘Chronicle’”’ of New 
York: 

Do They Really ‘Know the Cost? 


In an admirable editorial, the ‘‘ Monthly 
Journal of Insurance Economics” affirms that 
there is no more reason why anti-trust laws 
should not apply to fire insurance than to manu- 
facturing or other businesses. The Chronicle 
had supposed that the absence of a clear knowl- 
edge of the cost, such as a manufacturer or 


dealer might and should have concerning his 
wares, rendered fire insurance companies pecul- 
iarly liable to ruinous rate wars when a common 
understanding does not exist; and we have 
argued in favor of temporary immunity for fire 
insurance companies until patient investigation 
perfects the schedules. 

The editorial in question states asa fact, known 
to its editor, that the cost is well known by many 
companies and might easily be known by most 
or all, if they made the effort. In the last por- 
tion of this statement, we fully concur. 

But if it be true that several important com- 
panies do know definitely what the cost is of 
carrying certain fire risks, how explain the fol- 
lowing, except as an outrage that would excuse 
the most violent anti-compact laws? 

A fireproof office building in New York. The 
rate for a single year made higher than the three- 


year term rate previoulsy. 
A large dry goods warehouse in New York. 


The annual rate increased from 15 cents to 46 
cents. 
No change in the hazard in either case. 
Certainly the charitable presumption is that 
formerly or now or both times the fire insurance 
companies guessed at the cost. Otherwise an in- 








168 





Journal of Insurance Economics. 








controvertible case has been made out against 
the companies as concerned in a grasping con- 
spiracy. 

We think that our contemporary is in error, 
in large part at least. But it certainly is good 
time that fire insurance managers take the 
trouble and spend the money and energy to 
ascertain the costs as definitely as possible. Else 
the consequence will one day be anything but 
pleasant. 


The ratings quoted are apparently 
illogical and inconsistent and yet the 
wide difference cannot necessarily 
justify the conclusion that the rates 
in both instances were not made upon 
company experience as tocost. For 
instance, at the beginning of 1900 the 
companies might have made a rate of 
fifteen cents on a specific class of risks 
which would be a fair rate based upon 
the experience of the previons five or 
ten years. That rate of fiftcen cents 
might continue for ten years when, 
upon casting up their experience, the 
companies might find that a new rate 
of forty-six cents should lhe estuab- 
lished in order to cover the actual 
cost. 

As a matter of fact we do not be- 
lieve that either of the ru‘es were 
based upon any such statistics. Never- 
theless judgment rating has back of it 
an element of statistical experience 
which might account in a broad way 
for the differences. 

The trouble with co-operative rate 
making and price fixing in fire insur- 
ance is that there are no classified 
statistics possessed by the rating or- 
ganizations upon which they can 
justify their charges. Individ al com- 
panies have these statistics and can 
judge of the costs. If, according to 
their experience, the forty-six cent 
rate is too high, it would be perfectly 
natural for them to say nothing, to 
write the risk at the rate determined 
upon by the majority who believed 
that forty-six cents represented the 
actual cost price, and reap the liberal 
profit which they know that they will 
secure. And per contra, where the 
uniform rating bureau makes rates 
too luw, the same companies having 
the classitied experience, can decline 
those risks and allow them to be 
written by companies which do not. 
And thus it is that the company hav- 
ing the classified experience and 
knowledge necessary to do under- 
writing will usually turn a profit, no 
matter what tariffs are established by 
the rating associations. 

Rating associations have confined 
themselves almost exclusively to 


eliminating competition so that the 
companies could, if possible, make 
money on the general range of ‘their 
businessand have not attempted (until 
recently through the introduction of 
schedules) to discriminate or differen- 
tiate their charges. In our opinion, 
public opposition to rating organiza- 
tions dves not arise because they 
elmininate competition, but because 
the charges established have not been 
intelligently based upon any classified 
experience and are very often 
obviously of a discriminating nature. 
The fact that there are preferred 
classes (risks rated too high) and that 
there are unprofitable classes (risks 
rated too low) is a matter of quite 
common knowledge among property- 
owners, whose opinions and interests 
influence legislation respecting joint 
rate making. 

The report made by the special 
commission appointed by the Tennes- 
see Jegisluture to investigate fire in- 
surance indicates, as we believe, the 
real pith of public opinion upon this 
question, and confirms a contention 
ajvancel by the editor of this 
magazine betore the Fire Under- 
writers Association of the Northwest 
in September, 1900, to the effect that 
public opinion was not opposed to fire 
insurance organizations designed to 
reduce expenditures such as inspec- 
tions, survey, adjustment and salvage 
associations, and that if the companies 
were to form organizations to ascer- 
tuin the combined cost of insurance 
(such as the Insurance Classification 
Bureau of Chicago since organized) no 
public opposition to such organizations 
would be encountered. 

We cite the report of the Tennessee 
commission as a verification of this 
suggestion. That commission recom- 
mended co-operation between insur- 
ance companies in the preparation of 
schedules, in making inspections and 
in classifying experience, but that 
they be prevented by law from enter- 
ing into a compact to prohibit free- 
dom of contract in rates between the 
companies and the insured. 

A proper classification of fire insur- 
ance experience which will improve 
and extend a knowledge of fire insur- 
ance conditions among those engaged 
in the business will, in our opinion, 
tend to check the decided trend 
towards monopoly which is the almost 
inevitable outcome of competitive 


ignorance, a tendency which is only 
hastened by the usual form of anti- 
compact legislation. 
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SUGGESTED EXTENSION OF OVERHEAD WRITING PRINCIPLES. 





Pertinent Question Raised Relative to Agency Practice. 


Like any other rule or law designed 
to establish or enforce a basic princi- 
ple, the overhead writing rule of the 
National Association of Local Fire In- 
surance Agents will, in all probability, 
as time goes on be extended in its ap- 
plication in order to make effective 
the idea which is at its root. 


The present overhead writing rule . 


of the National Association, or at least 
the present interpretation of that 
rule, is that a company maintaining 
an agent at a certain point shall issue 
all policies on risks in that locality 
through the agent and allow him the 
usual commission therefor; but if a 
company does not maintain an agency 
at that point it has been considered 
proper for it to write the insurance 
through another agent at any other 
point. 

It might thus happen that the entire 
insurance on a risk previously con- 
trolled by the agents in the locality, 
could be written in companies not rep- 
resented in that locality without violat- 
ing the overhead writing rule as it is 
now understood. It is claimed, never- 
theless, by many insurance men, both 
company officers and agents, that this 
really would be overhead writing in 
its broader sense and that its effect 
upon what is known as the ‘‘ American 
Agency System’’ would be as detri- 
mental as overhead writing of the 
customary kind. 

Cases have arisen where insurance 
controlled by non-resident agents 
has been written in companies not 
represented in that locality, an act 
which has deprived some of the agents 
of the business which ordinarily they 
might control and write. 

In the opinion of this journal the 
writing of insurance in non-repre- 
sented companies before the repre- 
sented companies have had an oppor- 
tunity to cover the risk is a detriment 


to the ‘‘agency system’”’ and an injury 
to the companies which maintain local 
agencies and share the expense of lo- 
cal supervision. In our opinion, also, 
it might properly be classed as 
“‘overhead writing by agents.”’ 

In February a conference of the ex- 
ecutive officers of the National Asso- 
ciation was held at Pittsburg and 
among the questions which came up 
for informal discussion was the fol- 
lowing: 

Should members of the National Association, 
in placing business controlled by them in other 
places, write all the insurance through the local 
agents of that place, or is it good practice for 
them to write any or all of the insurance in 
companies not represented at that place, thus 
avoiding the application of the overhead writing 
rule? 

The discussion of this question 
which ensued brought out the opinion 
that business comity and courtesy, as 
well as the interests of the organized 
movement, required that where a non- 
resident agent controlled the insur- 
ance, the entire line should be placed 
through agents resident in the locality 
of the risk—under a proper division of 
commission—wherever it was possiblo 
to do so; in other words, that the resi- 
dent agents and represented compa- 
nies all have an opportunity to absorb 
and write the entire line if they can 
before it is offered to or written in 
non-represented companies. 

The thought herein expressed is one 
which certainly commands attention 
and which would lead the National 
Association along the development of 
a logical and consistent line of organ- 
ization policy. It can be seen, of 
course, that the extension of this 
principle of overhead writing in the 
manner suggested, would lead to the 
rise of other questions, for to comply 
with the principle local representa- 
tives might be appointed who were 
not in reality agents at all, but merely 
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‘‘side liners’’ temporarily drafted for 
the purpose of technical compliance 
with a rule of this description. 

But the idea underlying the develop- 
ment of the proposition for which the 
organized agents stand, is that the 
real underwriting agent legitimately 
appointed for the locality in which he 
resides should be protected in the cul- 
tivation.of the territory against the 
competition of non-resident agents 
using non-represented companies, for 
this, as it now seems to us, might 
properly be designated as ‘‘overhead 
writing by agents.”’ 

Another interesting point has been 
raised in relation to overhead writing, 
namely, the reinsurance of excess 
lines. It is quite common for local 
agents controlling lines of insurance 
bevond the capacity of the net lines 
controlled in their oftices, to ask the 
companies which they represent to is- 
sue excess policies reinsuring the bal- 
ance in other companies often not 
locally represented. It can readily be 
seen that if this reinsurance was not 
done the exeess lines would, in the 
natural course of business, go through 
other local agencies and be written 
in represented companies. 

It is contended by some underwrit- 
ers that the reinsurance of excess lines 
is a form of overhead writing. As in- 
dicative of opinion on this question it 
is interesting to note that a leading 
New York company has recently cir- 
cularized its agents stating that it 
does not seek excess lines, and urges 
its agents to distribute such excess 
through other local agencies from 
which “‘reciprocity may properly be 
looked for.’’ 

While the company in question does 
not say that it will refuse to write ex- 
cess lines for its agents ‘‘when they 
need it,’’ yet it urges them to consider 
the disadvantages of doing business 
on this basis and to write only net 
lines for the company. 

The general re-adjustment of busi- 
ness along the lines thus suggested 


would no doubt create many changes 
and yet, as it appears to us, it would 
be largely beneficial to the business 
as a whole. The co-operative move- 
ment in fire insurance today demands 
reciprocity, good feeling and a proper 
regard for the interests of competitors. 
While an agent writing excess lines 
might temporarily suffer a loss of 
commission in cutting them off, yet it 
seems to us probable that in the long 
run the exchange of excess business 


_with other agents would result in 


mutual advantage. 

The attitude of the National Asso- 
ciation has already been expressed in 
the following declaration adopted at 
Buffalo in 1899: 

Whereas, The writing of large lines and the 
re-insuring of the excess at home and managing 
offices absorbs business which would otherwise 
be written by local agents and credited to the 
agency account of companies; and, 

Whereas, This practice encourages and fosters 
overhead writing, discourages good feeling and 
reciprocity among local agents, and is inimical 
to the best interests of all concerned; therefore, 

Resolved, That we respectfully request all 
agency companies to limit their writings, as far 
as possible, to the amounts they are willing to 
carry without re-insurance and that we urge 
local agents to give only such lines to each com- 
pany as it will carry without re-insurance, plac- 
ing the surplus in their other companies or with 
their fellow agents. 





SUMMER HOTEL LOSSES. 


H. L. Hiscock has made an interesting compila- 
tion of summer hotel losses in the New England 
states from the statistics of a number of com- 
panies covering a period of seven years. The 
statistics include 81 hotels completely burned, 
and 35 partially burned. The total property loss 
thereon amounted in the seven years to $1,172,- 
764, the insurance paid, $798,722. The following 
is the division of the results for the several states : 


LOSSES BY STATES FOR SEVEN YEARS. 
Property a 
id. 


Number. Loss. Pa 
Maine coccce coceee 29 $311,356 $201,309 
New Hampshire.. 16 218,170 166,177 


Vermont .ccccece. 1 13,660 8,660 


Massachusetts ... 29 308,864 215,928 
Rhode Island..... 5 278,198 171,083 
Connecticut ...... 1 12,000 6,000 





81 $1,142,248 $769,157 
Partia! losses..... 35 30,516 29,565 





Totals cccccccece 116 


$1,172,764 $798,722 








o: emeene 
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LONDON LLOYDS REQUIRE AMERICAN WARRANTIES FOR RATES. 





WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS BY A LONDON CORRESPONDENT. 


Although marine insurance has been 
effected at Lloyds for the last one 
hundred and fifty years, fire insurance 
is an addition to the legitimate busi- 
ness of Lloyds underwriters which 
has only assumed large dimensions in 
the last ten or fifteen years. 

‘*Lloyds’’ is simply a name given to 
the Exchange where insurance busi- 
ness is transacted with individual un- 
derwriters or syndicate of underwrit- 
ers, who have been duly admitted by 
the committee of Lloyds as ‘‘under- 
writing members’’ and have deposited 
funds with the committee as security 
for the risks to be accepted. This se- 
curity, however, is only applicable for 
marine business and for a long time 
the committee did all in its power 
to prevent insurance other than ma- 
rine being effected at Lloyds. The 
general feeling was so strong against 
this restrictive measure that fire in- 
surance is now a large and recognized 
section of insurance and a special 
form of policy is authorized by the 
committee for fire risks—and al- 
though the funds so deposited are by 
law only applicable to marine losses, 
nearly all underwriters who accept 
fire insurance risks have furnished 
the committee with guarantees in ad- 
dition for their fire insurance losses, 
so that so far as security is concerned, 
a Lloyds policy may now be consid- 
ered an excellent medium. . 

Naturally, in view of their position, 
Lloyds underwriters have not an or- 
ganization which enables them to 
compete for general fire business—it 
is impossible for them to assess risks 
in the same way as fire companies. 
Their modus operandi is to accept risks 
on the same terms and conditions as 
some leading fire companies on the 
same risk and in case of loss to follow 
that company’s settlement. By this 
means they save the heavy expenses 
of offices, staff, etc., which a fire com- 
pany has to maintain. They are 


further guided as to the amount they 
write by the amount the company is 
‘‘warranted’’ as having accepted. 

For risks in the United Kingdom, 
Lloyds underwriters are generally 
ready to acept at 10 per cent. under 
the ‘‘tariff’’ for recognized risks, but 
outside the United Kingdom and es- 
pecially for American and European 
risks there is no “‘cutting’’ of rates. 
This latter class of business is def- 
initely based on the rate fixed by 
the ‘‘warranty company.’’ For in- 
stance, a risk in Boston valued at 
$100,000 is being placed and the Liver- 
pool & London & Globe company has 
accepted $20,000 on it at 1.25 per cent. 
The risk could be completed at Lloyds 
as follows: ‘‘Warranted same rate, 
terms, and conditions as the Liverpool 
& London & Globe company who have 
$20,000 on identical interest and to 
follow their settlement’’ and when 
the balance of $80,000 was completely 
covered it would be found that no 
single underwriter had probably more 
than $500 on the risk. Should a claim 
arise the trouble of arranging the loss 
would fall on the company who would 
pay its proportion and on this pay- 
ment the loss would at once be settled 
on the Lloyds policy proportionately 
and without delay. 

Lloyds is a close corporation and 
only brokers who have been duly ad- 
mitted as members or subscribers are 
allowed to transact business in Lloyds 
Room. Practically all the brokers at 
Lloyds now transact fire business and 
there are only two firms—C. E. Heath 
& Co. and F. L. H. Collins & Co.—who 
confine themselves exclusively to this 
section. Other very large firms like 
Willis, Faber & Co. Ltd., H. B. Sedg- 
wick & Co., Price, Forbes & Co., and 
C. T. Bowring & Co, have fire de- 
partments whose transactions are on 
a large scale. All the American fire 
insurance brokers write specially with 
some Lloyds firm as none of them are 
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directly represented. For example, 
John C. Paige & Co. work principally 
with C. T. Bowring & Co., Johnson & 
_Higgins work with Willis, Faber & 
Co, Ltd., Weed & Kennedy work with 
H. B. Sedgwick & Co., and so on, some 
of the Lloyds firms getting business 
from brokers in all the large cities of 
the American continent. 

Rates cannot be reduced by the pay- 
ment of extra commission. There is a 
stringent rule that underwriters are 
not allowed to grant on any form of 
business more than the recognized re- 
ductions of 5 per cent. brokerage and 
10 per cent. discount. Underwriters 
fully comprehend that they cannot 
secure the same general range of busi- 
ness as leading fire companies but on 
the business they do get they save the 
large expenses which fire companies 
have to debit to their premium ac- 
count and in this way they hope to 
average out their risks and secure a 
profit on their underwriting. 





THE SQUARE DEAL. 





FROM THE WoRLD’s WORK. 











The one great subject that is shaping itself 
clearly in the public mind, under Mr. 
Roosevelt’s presidency, is the Square Deal. It 
is taking many shapes, and it may be expressed in 
many ways. In one form, it is the demand for 
the regulation of railroad rates. In another 
form, it is the restraint of the beef trust from 
violating the law. In another form, it is the 
growing impatience with the Senate for its ob- 
structive tactics and for its misrepresentation of 
the states—its frequent substitution of private 
interests for public interests. 

All around the political horizon the sky is 
clearing; and the public attention is becoming 
more and more firmly fixed on the necessity of 
the people’s regaining their own—of the recov- 
ery of lost liberties, and of the regaining of such 
individual freedom and opportunity as have 
been lost in the great forward push of industry. 

Corporation morals and senatorial morals— 
these are the subjects that are going to suffer 
an increasing intensity of public attention; and 
nothing more wholesome has come in our pub- 
lic life in several¥generations of public compla- 


cency. 

A month after Congress has adjourned the 
governmental restraint of corporations that vio- 
late ‘‘ the square deal” remains the biggest sub- 


ject on the popular horizon; and it is likely to 
remain so. Much economic nonsense will be 
talked and many economically foolish things 
done; but a great popular movement for the de- 
fense of individual freedom against the encroach- 
ments of corporation mismanagement has been 
launched and is under fair sail. 

The gist of the matter is the morals of corpora- 
tion management. The public cares little whether 
a freight rate be one cent a ton mile or two 
cents or any reasonable sum. But it does care 
greatly if the rate to one shipper be one cent and 
the rate to another shipper be two cents; or if 
one shipper receive a rebate that gives him an 
advantage over another. The public is not go- 
ing to become excited because the price of any 
commodity be somewhat higher than it once 
was, if the increased price come by the working 
of natural economic forces; but, if it come by 
the use of a monopoly, the subject at once gets 
big with moral meaning. 

Raising the level of commercial honesty—that 
is the main hope and justification of the struggle 


A plan is under way to link together the manu- 
facturers in the principal cities of the West for 
the purpose of counteracting the effect of rating 
and inspection bureaus maintained by the fire 
insurance companies. The ground taken by the 
manufacturers is that inspectors have become 
arbitrary in requirements and are causing large 
sums of money to be paid in improvements, 
many of which are wholly unnecessary. The 
claim is further put forth that when these in- 
spectors file their reports companies combine in 
making demands for improvements without fur- 
ther investigation and ofttimes cancel their poli- 
cies in case improvements are not made. Feelers 
have been sent out from Chicago to ascertain 
the sentiment of manufacturers of other cities. 
It is proposed to organize the manufacturers 
alliance as a mutual association in which all sub- 
scribers shall pay 75 per cent. of the present rate 
which they are charged for insurance. This 
will create a fund for fire insurance protection 
and also for fighting against inspection bureaus. 
It is proposed to carry a test case to the supreme 
court of the United States under the Sherman 
Anti-Trust Law.—Chronicle. 





FOREIGN REMITTANCES. 

During 1903—the year of great conflagations— 
foreign companies doing business in America re- 
mitted to this country $6,652,000. Several of the 
companies, however, returned to the London 
offices more than they received, notably the Royal 
which received $1,089,000 and returned $1,486- 
000; the Liverpool & London & Globe which re- 
ceived $418,000 and returned $485,000; the Lon- 
don Assurance which received $152,000 and re- 
turned $288,000. Other companies made remit- 
tances during the year, but these only exceeded 
the amount received. 
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THE BROKER AS AN ECONOMIC FACTOR IN FIRE UNDERWRITING. 





WRITTEN FOR THE JOURNAL OF INSURANCE Economics By JosiaH D. FLINT. 


The broker has been with us so 
long, it is difficult to trace the year 
of his advent.. Fifty years ago he was 
deemed to be the agent of the com- 
pany but in perhaps 1868, after the 
companies had occasionally suffered 
from his failure to pass the premium 
into their coffers, he was held, under 
New York State law, to be the agent 
of the assured. The broker contracts 
with the assured, for consideration, 
to furnish insurance, and the assured 
pays to him such so-called commis- 
sion. The company embraces it in the 
premium noted upon the policy, and 
thus aids the broker in its collection, 
but assumes no responsibility there- 
for, and if the broker fails to pay the 
premium, less his compensation, to 
the company, the company demands 
it from the assured, and if that effort 
fails, cancels the insurance on ac- 
count of such non-payment to them. 

This is the broker per se. It may be 
of interest to note in how far he re- 
sembles the commissioned agent of a 
company. 

Their duties to the assured, their 
contracts, their collection of compen- 
sation from the assured, are identical 
—the difference in their situation be- 
ing that the commissioned agent is 
empowered to accept risks, to write 
the policies and collect the premium, 
and the company becomes responsible 
for such premium, when it shall have 
passed into the possession of the 
agent. Except for these differences 
they are both of them ‘‘brokers.’’ 
Neither control the placing of their 
insurances upon renewal. They are 
the contracts of the assured with the 
agent or the broker, and in every in- 
stance the insurance is placed and re- 
newed, at his will and pleasure. 

The great evil, possibly the root of 
the whole evil of the brokerage sys- 
tem, lies in embracing the compensa- 
tion to the broker in the amount of 


the premium set forth in the policy. 
The evil would possess no magnitude 
if the consequent manipulation in the 
reduction of the usual compensation 
to the broker was carried on between 
the assured and the broker, and the 
company received sufficient premium 
to meet the loss and expense account; 
but in the scramble for business, es- 
pecially the much coveted ‘‘preferred”’ 
business so called, companies when 
settling with the broker, may deduct 
from the amount of the premiam as 
stated upon the ‘policy, a larger sum 
than is consistent with safety in the 
fulfilling of the contract; in short, to 
conciliate the broker to secure a large 
business from him, the company may 
gamble, and give to the broker a por- 
tion of the premium, which should te 
retained to meet the loss and expense 
account. 

This evil, however, under what is 
termed high rating, when the com- 
pany is receiving more compensation 
—a greater amount of premium than 
may be required to meet the loss and 
expense account—is then even a prac- 
tice most reprehensible and dangerous, 
while possibly not fatal; but when, as 
now, the rating for premium is 
scientifically and carefully conducted, 
leaving littlefor no margin to speculate 
upon, it is apparent beyond all con- 
travention, that the practice leads to 
ruin. To the broker the thus en- 
dangered condition of the company 
makes no appeal, for when he has se- 
cured the policy for his client, and 
paid the premium to the company, his 
contract is completed. Hence he is 
sometimes aggressive even to artful- 
ness, and possible duplicity and deceit 
in reducing the amount of premium 
which he must turn into the coffers of 
the company. 

The power of control in the placing 
of the risk, exercised by the broker, is 
often utilized to his advantage in se- 
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curing clients, by introducing into 
the forms of the policy conditions of 
more than common advantage—some- 
times against all principles of under- 
writing. When the broker offers such 
forms of policy, he is sure the com- 
pany will strain the point of their ac- 
ceptance, fearing to lose the good will 
of the broker, as well as the risk it- 
self, through the willingness of an- 
other office to accept it. 

All sorts of expedients have been 
tried to remedy the evil of brokerage. 
Tariffs, restriction in commission—all 
of them, after a brief period of time, 
ending, through corrupt and dishonest 
practices, in dissolution. A few years 
ago these corrupt practices of the 
brokers in the metropolitan district 
became so openly flagrant, that utter 
chaos ensued and in consequence 
many companies withdrew, i. e., tem- 
porarily declined to take insurance in 
the ‘‘Metropolitan District.’’ 

We now have the ‘‘Fire Insurance 
Exchange.’’ Hitherto of course with 
exceptions, the broker has been treated 
by the company as a necessary evil, 
an evil to be endured gracefully, be- 
cause it could not be cured, but the 
F. I. E. has assumed exactly the op- 
posite position, attempting to encour- 
age and protect him. The broker must 
pay to the Exchange a small annual 
license fee, he must collect only a com- 
mission of 15 or 25 per cent. of pre- 
mium according to quality of risk, 
and he must not divide this commis- 
sion, except with another broker. If 
the party desiring insurance places it 
directly with the company, he must 
pay the full rate as stated in the 
policy, which still embraces the com- 
mission of the broker. The Metro- 
politan District is very carefully rated, 
and the broker must abide by these 
rates without deviation. 

To all appearances, the broker obeys 
these rules. ‘‘Preferred business’’ is 


still coveted by the companies. If you 
interview the real estate and insur- 
ance agents, you will find them almost 
without exception, to be ‘‘brokers.”’ 
Naturally they control insurances of 


the much desired class. You will find 
that each such agency is the servant 
of a prominent fire insurance com- 
pany, that is, application blanks are 
in evidence in the office, as well as 
advertising material of the company; 
and all applications for insurance of 
whatever character are sent to the 
company, which if not accepted are 
placed by them in the interest of the 
agent. The rules of the Exchange are 
often evaded by the broker under the 
most puerile of pretexts, effective cer- 
tainly, but so puerile in character as 
to invoke contempt. 

The ‘‘Exchange”’ as already stated, 
collects from the broker an annual 
license fee. At first the sum was 
$2.50 per annum, last year (1904) it 
was raised to $5 and now it is in the 
air that it will soon be raised to $10. 
We are tempted to ask why? The 
treasury of the Exchange holds a 
very creditable surplus. Therefore 
it is not a question of necessity. 

What is the effect of this demand 
for a higher license fee? It would 
seem to be a lessening of the prevail- 
ing number of brokers. If this he 
true what effect will such lessening 
have upon the business? By con- 
centrating the placing of the insur- 
ance into fewer hands, will it not 
throw the business as a whole into 
fewer companies, in short, will not 
the large, leading companies get the 
pick of the business? Any action by 
the Exchange which does not justly, 
equitably protect each of its members, 
will meet disaster and finally end in 
the dissolution of the Exchange. 

‘‘Branch offices’’ come under the 
jurisdiction of the Exchange, and it 
permits each company to locate a fixed 
number of them in the district. The 
branch manager is not permitted to 
be a broker. In the course of his 
affairs, however, business is brought 
to him to place which the companies 
he represents decline to accept. The 
Exchange rules that the branch man- 
ager must not become a broker and 
must not rent office room to a broker, 
nor use a broker holding an office in 
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the building where he is located, nor 
across the street therefrom. 

The branch manager is put to it 
somewhat to protect his brokerage 
business, but he must and will have a 
broker to use, which is both natural 
and proper, the Exchange to the con- 
trary notwithstanding, and the broker 
might as well be located in the branch 
manager’s office as elsewhere. There 
is a man by the name of Bell, who in- 
vented the telephone which is in com- 
mon use in Greater New York, em- 
bracing the boroughs of Manhattan, 
Bronx, Kings, Queens and Richmond. 
Will you be so kind as to let me know 
the location of the office of the 
branch manager’s broker? ? ? 

When giving full consideration to 
the status of the broker it must be re- 
membered that in our metropolitan 
district, as elsewhere, (influential 
firms exist, exclusively insurance 
brokers; firms of say sixty years 
standing engaged in both fire and ma- 
rine insurance, sometimes _incor- 
porated, possessed of ample means, 
unlimited credit and their correspond- 
ence is wide and far-reaching, both at 
home and abroad. They are in habit 
aggressive, oftentimes controlling the 
placing of the entire insurance of 


immense plants, and are constantly . 


and persistently on the alert, exer- 
cising their great influence in the se- 
curing of new business. 

When an important cornerstone 
is laid, or a keel is placed, these 
brokers are on the ground. Their 
position in the insurance world en- 
sures scrupulous honesty in their 
dealings, but as far as local rules 
and regulations are concerned, the 
successful prosecution of the _ busi- 
ness requires that they shall run 
‘close to the wind.’’ Under the 
existing condition, of dividing the 
zisk among many companies, such 
brokers are a power of no mean 
weight, but when large lines shall be 
written direct, when whole plants 
shall be absorbed by one company, as 
is now the habit of the New England 
Factory Mutuals, their power will be 


broken and they will pass into a state 
of desuetude. 

Why does the insurance world so 
depend upon the broker, why is he so 
necessary, why must the assured be 
forced to pay nearly 50 per cent. of 
the premium to obtain his policy, a 
condition largely due to the evils of 
brokerage? Is it any wonder that the 
assured, especially those requiring 
very large insurances, should cry out 
for reform? 

The business of the New England 
Factory Mutuals is an excellent object 
lesson showing how unnecessary is 
brokerage in the taking of at least 
large lines of fire insurance. They 
carry 5 per cent. of the volume of in- 
surance taken out in the United 
States. Their lines are practically 
unlimited, their risks carefully selected 
under requirements, after careful 
scientific survey. Their policies are 
‘blanket’ giving full protection, they 
have never made an assessment upon 
their premium notes, they have never 
contested a claim for loss in the 
courts. They have existed for over 
fifty years, and the average of loss to 
the number of losses which have oc- 
curred has not exceeded $2,500. The 
cost to the assured—losses and ex- 
penses is but 10 cents upon every $100 
written. These companies employ 
no brokers, no agents. 

The-critic will say that this insur- 
ance is large lines upon carefully 
selected risks. True. It is not claimed 
that a result of 10 cents upon every 
$100 written will be accomplished in 
the writing of large lines upon general 
business, but it is claimed that if very 
large lines were written upon general 
business, and the agent and broker 
were eliminated, the assured would 
pay less than 50 per cent. of his insur- 
ance than he is paying today; and, 
furthermore, it is claimed that very 
large lines and the elimination of the 
broker and the agent will soon pre- 
vail, either in a change of method in 
our leading companies or the organ- 
ization of stock fire companies of im- 
mense capital. 
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The writer recalls the time when 
sewing machines came into use. A 
great hue and cry was made of sym- 
pathy for the poor sewing woman— 
but the machines were adopted. He 
also recalls the advent of the steam 
fire engine into New York City. Cin- 
cinnati had then for some time bene- 
fited from their use, but the old hand 
engine fire department of New York 
had held them back, and it must have 
been a year in time that their merits 
were exhibited in the City Hall park 
before they were adopted. Why? The 
old fire department was a great local 
political power, using a very much 
larger force of men than are now re- 
quired and they fought fiercely for 
the retention of that power against 
progress. 

Under this unwritten law of nature, 
there will be a bitter fight—to retain 
the pecuniary advantage to many 
people of the old way of obtaining in- 
surance through brokers; but progress 
will finally win the battle. 





RATING MAXIMS IN FIRE INSURANCE. 











Uniform rates can be justified only if they be 
equal to all and reasonably profitable. 

In all business, as in fire insurance, the ten- 
dency is towards uniform rates and price-fixing 
agreements. 

In all uniform price-fixing the great evils are 
discrimination, favoritism and the temptation to 
make unreasonable charges. 

Anti-corporation state legislation to compel 
competition is not necessarily the expression of 
a public opinion against uniform price-fixing, for 
the people responsible for such legislation are 
often themselves engaged in uniform price-fixing. 
Such legislation may mean only that public 
opinion is antagonistic to unequal and un- 
reasonable charges. 


The way to stop anti-compact legislation is to 
convince the insuring public that fire insurance 
rates are equal to all and reasonable in eost. 

The way to convince the insuring public is to 
make such rates equal and reasonable by means 
of a properly devised and rationally applied 
combined classification. 

The way to put such rates in force is by 
means of proper schedules applied by local 
agents according to local hazards as they exist. 

With a combined classification and the co- 
operation of agents in the application of sched- 
ules based thereon, the fire insurance companies 
will be in a position to justify uniform prices be- 
fore any state legislature or before Congress, 
whenever national supervision comes into being. 


WASTE POWER IN FIRE INSURANCE. 

It is no more reasonable to have a fire insur- 
ance agent engaged in the wild scramble for 
business that now goes on than it would be for 
the local manager of a bank to get out and 
“hustle.” Proper enterprise he should show, 
just as the bank manager should, but his time is 
too valuable to be wasted on the mere chase for 
premiums. Relieved from this duty, the agent 
would have a better position and would develop 
qualities of management which now he is not 
expected to possess or to use. The company 
served by such a corps of agents would be able 
to perform the true function of insurance. It 
would have such intimate and accurate knowl- 
edge of conditions that it could rate risks so as 
to discount all chances. Guided by the principle 
of average, which is the basis of all insurance, it 
would punish the criminal to his reformation; 
it would warn the careless man to his improve 
ment; it would reward the good and honest 
citizen in the most tangible way by reducing his 
rate to the almost inconsiderable fraction that is 
needed to replace the losses from actually non- 
preventible accident. 

In the failure to cultivate insurance skill 
among his agents and to apply that skill to its 
own service, fire insurance is allowing to run to 
waste an immense power which, properly ap- 
plied, would make the business enormously suc- 
cessful as a matter of dollars and cents, and of 
incalculable advantage to the world in reducing 
the appalling fire waste of our day.—Bulletin, 
Toronto. 





CANADIAN FIRE INSURANCE IN 1904. 


Returns for Canadian business for 
1904 show results for some of the 


_ British and American companies doing 


business therein, as follows: 


Percentage 
Premiums loss to 

Company. received. premiums. 

North British......... $535,000 97.64 
WB icccccc 06sesnee 548,000 96.38 
AITNARCO .cccces + ceccce 243,000 227.42 
Caledonian .....0. see 306,000 122.10 
Commercial Union.... 533,000 101.75 
Guardian ..cccce sevces 549,000 82.25 
Liv. & Lon. & Globe.. 968,000 85.68 
London & Lancashire. 309,000 137.00 
London Assurance... 145,000 117.70 
WOrther es «00000 cosece 447,000 124.24 
Royal. .ccccs cocccccccs 1,123,000 121.91 
Scottish Union........ 301,000 171.67 
BOR o6cc ccccoccsce cece 300,000 111.22 
FES cccces ceccce ccce 236,000 112.22 
Hartford . ccccce coccce 376,000 88.85 
Home ococce secces voce 289,000 152.07 
Ins. Co. of N. Avcooee 246,000 117.98 
QUEEN .. secccccccecere 502,000 102.39 


WE HAVE FOUND IT SO. 
The best way to create sympathy for any man 
is to overdo your censure of him in the press.— 
Weekly Underwriter. 
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EQUITABLE SURPLUS BELONGS EXCLUSIVELY TO POLICYHOLDERS. 





What a Partition of the Funds Actually Shows. 





The recent publicity attending the 
affairs of the Equitable Life has led 
the officers of that company for the 
first time to publicly classify their 
surplus funds. According to Actuary 
Van Cise they should be divided as 
follows: 

Amount, as computed, for payment 

to policyholders in 1905......... $6,750,000 
And for subsequent distribution on 

deferred dividend policies, with 

10, 15 and 20 year accumulation 


periods...... 


© ese 63,850,000 
On other participating policies....... 


10,194,269 


Total..ccosscccce soos $90,194,269 

In the February, 1900, issue of the 
Journal of Insurance Economics, dis- 
cussing the action of the New York 
Life in removing the term ‘‘surplus’’ 
from its accounts, the following state- 
ment was made: 

The presentation in the published reports of a 
large general surplus has also created much 
misapprehension on the part of policyholders, 
as well as the public at large. The holders of 
both annual dividend and deferred dividend 
policies have gained a false idea as to the extent 
of their profits and their actual interest in the 
surplus. The public likewise, and particularly 
the legislators, have conceived erroneous and 
often harmful opinions concerning life insurance 
because of the accumulation of immense undi- 
vided surplus funds, held seemingly for no 
other purpose than to unneeessarily enrich the 
company. To the minds of many thoughtful 
students of life insurance the disadvantages at- 
tendant upon a concealment of the exact amount 
of the earnings on deferred dividend policies has 
far outweighed the advantages. 

The present controversy of the 
Equitable Life has reached a stage 
where we believe the full significance 
of this statement can be appreciated, 
for the foremost question in that con- 
troversy is the proper division of, and 
ownership in, the-company’s surplus. 
It is true that the policyholders of the 
company have been taught to believe 
that the surplus entire belonged to 
them, but neither the holders of de- 
ferred dividend policies or of annual 
dividend policies have known what 
proportion of the surplus was theirs. 





It appears also that the stockholders 
have been taught, or have taught 
themselves, that they have certain 
rights in the surplus, a not unnatural 
conclusion in view of the method of 
accounting pursued by the company. 
Had the officers of the Equitable Life 
years ago properly read the trend of 
events there would have been no $80, - 
000,000 of so-called ‘‘surplus’’ in the 
company’s accounts today, but a 
proper balance sheet showing the en- 
tire assets held as trust funds for 
policyholders. 

In equity the entire surplus of the 
Equitable Life belongs to the policy- 
holders, and in law also, if we properly 
interpret the terms of the company’s 
charter, as expressed in the following 
extracts: 

“The holders of said capital stock 
may receive a semi-annual dividend 
on the stock so held by them not to 
exceed 3% per cent of the same, such 
dividends to be paid at the times and 
in the manner designated by the 
directors of said company. The earn- 
ings and receipts of said company over 
and above the dividends, losses and 
expenses, shall be accumulated.’’ 

‘*The insurance business of the com- 
pany shall be conducted upon the mu- 
tual plan.’’ 

“The officers shall cause a 
balance to be struck of the affairs of 
the company which shall exhibit its 
assets and liabilities, both present and 
contingent, and also the net surplus, 
after deducting a sufficient amount to 
cover all outstanding risks and other 
obligations. Each policyholder shall 
be credited with an equitable share of 
the said surplus.”’ 

Nothing in the charter, as we read 
it, justifies the claim that stockholders 
have any interest whatever in earn- 
ings or accumulations beyond the 
stated rate of interest. 
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WHAT SHALL BE DONE WITH THE BIG LIFE INSURANCE SURPLUS? 





WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS BY WILLIAM J. BolEs, FINANCIAL EpDITor 
OF THE NEW YorK EVENING Post. 


No one familiar with the present 
state of public opinion can fail to 
realize the significance of the surplus 
in life insurance. The Equitable dis- 
pute has brought into clear relief the 
possibility of an enormous surplus 
under one man control. There can be 
no doubt, too, that the publicity given 
the Alexander-Hyde controversy has 
in a measure put every great company 
under suspicion, for at the clubs, in 
the offices, and wherever bankers con- 
gregate, the Equitable case has been 
discussed with all its sensational de- 
velopments. 

Many of the criticisms have been 
unfounded, for the newspapers have 
printed quite as much fancy as fact, 
and to any intelligent mind there can 
be no doubt that the great insurance 
companies of this country have in 
nearly every instance administered 
their trusts wisely and mainly in the 
interests of their beneficiaries. 

But in their eagerness to get ahead, 
to pile up premium income and to 
show an enormous accumulation of 
assets, some of the companies would 
seem to be in danger of forgetting 
that they are not banking institutions 
with the functions of a trust company 
and authority to participate in spec- 
ulative underwritings and other stock 
market ventures. The trustee of one 
of the three largest life insurance cor- 
porations in the United States, who is 
known to all of them for his shrewd- 
ness, conservatism and the business 
ability that has made him many times 
a millionaire, stated the case in these 
words to me the other day when dis- 
cussing the problem of the surplus. 

A Millionaire Director’s View. 

‘*My own life insurance connections 
have not made me oblivious to the 
problems that are confronting the life 
insurance interests of the United 
States today. They are real problems 
in the sense that their solution in- 


volves danger and cannot be reckoned 
with hastily or in disregard of the 
public sentiment that is being created 
against large aggregations of capital. 
I have seen it coming in my own com- 
pany, and the Equitable disclosures 
have emphasized the difficulties that 
have long troubled my mind. It is 
quite possible to get the surplus so big 
that it becomes unwieldy, for then it 
excites suspicion, and after that an- 
tagonistic legislation. 

‘In all frankness I must say that 
we are fast reaching a situation where 
the three great life insurance compa- 
nies of the United States will soon 
control most of the railroads, most of 
the banks, and about everything else 
in a financial way that is worth hand- 
ling funds for. Most of the trustees 
are excellent men and my own per- 
sonal friends. But I know the circum- 
stances well enough to understand the 
advantages accruing to the custodians 
of these enormous trust funds even 
when they are administered, as I think 
most of them are, with honesty, and 
in most cases with foresight. 

‘Just what we are coming to I do 
not know. It may be that a way will 
be found out of the difficulty and that 
some solution may be achieved in the 
interests of greater disbursements to 
policyholders and less piling up of as- 
sets to excite the antagonism of those 
who think that a few trustees should 
not be given so much power. Iam 
myself a beneficiary of the sytsem to 
the extent that I have long been a 
member of one of the directorates, but 
for all that I recognize the difficulties 
of continuing in the accumulation of 
new millions and perhaps new bil- 
lions. 

**I do not know as I am prepared to 
offer a remedy, although the ideal 
system of insurance management, to 
my mind, would be such a course as 
the savings banks follow, where the 
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trustees serve without pay and the 
investments are restricted to distinctly 
known non-speculative securities. 
Such economy applied to life insur- 
ance would put our Lawsons out of 
business and bring us back to first 
principles. There can be no question, 
too, that such a reorganization of the 
business would lead to very important 
reforms.”’ 


I give this view for what it is 
worth. Whatever its value,it has un- 
usual singificance because of its force 
and the statement of the case from the 
viewpoint of an insider whose name is 
known everywhere. The savings bank 
simile may seem impracticable chiefly 
perhaps, because we are not familiar 
with such forms of underwriting in 
this country. But its recognition of 
the dangers of one man power is in 
keeping with the conservatism that is 
inducing some pretty hard thinking 
in the great insurance offices of New 
York. 

Most of those at the head of the 
great life insurance companies are 
splendid men of unquestioned ability 
and judgment, who are quick to see 
the changes that are imminent. Only 
the other day one of these quick- 
minded men said to me: 


What a Company Official Says. 

‘‘Yes, I know about the problem of 
the surplus. It is constantly with us 
and will become graver as our funds 
pile up. But the public must te patient 
and not ask us to distribute in twenty 
days what has been accumulated in 
twenty years. That is ridiculous, 
although it is not unnatural, perhaps, 
in view of the reckless criticism that 
is being heaped upon the business just 
now. But for all that we are up 
against a pretty hard proposition, 
which may work ont differently from 
any solution which seems now in 
sight. I want to say that at least one 
of the great companies is not unmind- 
ful of the situation and that it is try- 
ing to solve the problem in the best 
way possible. 

“Is it not rather absurd, however, 
to cry out against the practice of 
placing influential men who have dis- 


played conspicuous’ ability in man- 
aging other great enterprises in con- 
trol of our vast trust funds. If the 
insurance companies do not select 
such men who in the world would 
they take? As a matter of fact, the 
insurance companies have the best in- 
vestment talent in the country and if 
some of the men participate in sep- 
arate deals to make money for them- 
selves should it be a subject of crit- 
icism so long as they do right by their 
companies? I know personally too 
that the public is altogether wrong in 
what it believes concerning many of 
these matters. Human nature is pretty 
much the same the world over but the 
sort of men found on the great insur- 
ance boards are in most cases above 
reproach.’’- 

These two views fairly state the 
present difficulty. They show too that 
the problem of how to handle the vast 
accumulations is being very carefully 
studied. No one familiar with the 
splendid progress of American life in- 
sarance companies would willingly 
impede it so long as it is not destruc- 
tive of the principles for which such 
institutions should stand. There are 
no companies in the world like Ameri- 
can life insurance companies, because 
there are no other people expressing 
in the same degree our energy, our 
wealth and our undeniable persever- 
ance. As a student of the investment 
branch of life insurance I can testify 
to the ability displayed in the manage- 
ment of these great trust funds. But 
in stating the strength of the system 
we must not overlook its weakness. 
The trustee quoted above only ex- 
pressed what isin everybody’s mouth. 
You hear it almost as soon as the 
subject of insurance is mentioned. 

Sometimes the subject is approached 
via its Wall Street end, which is al- 
ways suggestive, for Wall Street be- 
gins at a graveyard and ends in a 
river; and at other times the discus- 
sion is begun by a re-statement of the 
first principles with the question, 
what should life insurance companies 
really stand for? With that query 
seriously answered our problem may 
not be so difficult to solve. 


REAL VALUE OF EQUITABLE STOCK. 

The way to discover what the stock of the 
Equitable Life is actually worth is to introduce 
effective mutual control firstand then, when the 
company is not at the mercy of the owners of 
the controlling interest in the stock, see what 
level it tinds in the market as a safe and desirable 
investment.—Chronicle. 
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WHAT IS WRONG WITH LIFE INSURANCE WORKING PRINCIPLES? 





FROM THE * WORLD’s WorK.” 


There has been a bitter contest 
within the management of the great 
Equitable Life Assurance Society, and 
the public has taken, as it had a right 
to take, a very keen interest in it. 

There has been no revelation, nor 
even a suspicion of mismanagement, 
or of danger to the safety of the com- 
pany. Even if a part of its active 
managers had gone to a rival com- 
pany (and such a plan was reported), 
the company would have remained 
solid. It is one of thestrongest fidu- 
ciary and financial institutions in the 
world; and nothing has happened to 
impair the safety of its policies. In 
addition to other reasons, the very 
magnitude of the business insures its 
sufety. It would be difficult to en- 
danger so gigantic a thing. Its invest- 
ment committee might make enough 
mistakes to wreck any ordinary enter- 
prise; and yet so numerous and of so 
many kinds are its investments, that 
the earnings of its good investments 
would leave a large margin of profit 
over enormous losses. The danger of 
bad loans and investments is lessened, 
too, by their magnitude. It has its 
pick of borrowers and of bargains. 
The strongest railroad companies, the 
soundest governments, the owners of 
the best real estate offer their secar- 
ities to it. Nor is this the only present 
safety; for the size of these trans- 
actions has naturally brought to the 
board of directors some of the very 
strongest leaders in our financial life. 

But the organization of the Equitable 
is wrong. This great society, with 
much more than $400,000,900 of as- 
sets, has been controlled by a stock 
company of $100,000 capital; and the 
estate of its founder, the late Mr. 
Henry B. Hyde, owns a controlling 
interest. This controlling interest has 
been inherited by his son, Mr. James 
H. Hyde, who now comes alone into 
active control of enough shares to en- 
able him to elect any board of direc- 





tors that he will. Here lies the fault 
of the organization—that any one 
man, by the ownership of fifty-one 
shares of a $100,000 corporation, or by 
any other method or chance, may 
control the $400,000,000 of property 
that belongs really to the policyhold- 
ers. It was a personal difference about 
the use of this power that provoked 
the serious controversy within the or- 
ganization ; and a difference also about 
the fitness of Mr. Hyde, in the opin- 
ion of the opposing faction,to remain 
vice-president of the company. VCon- 
cerning the latter personal question 
the outside public has not sufficient 
data to forma judgment. But about 
the general organization the right 
conclusion is easy and inevitable. 
Theoretically, every such company 
should have directors who are elected 
by the real owner of the property, 
and the real owners are the policy- 
holders. This plan, it was announced, 
will be carried out. In other words, 
the company is to be ‘‘mutualized.”’ 
Yet even this is a theoretical rather 
than a practical remedy for the wrong 
principle of organization. For in 
other mutual companies the policy- 
holders do not really elect directors. 
The managers of the companies secure 
proxies and elect whom they please, so 
long at least as the policyholders re- 
gard the companies as safe and well 
managed. The advantage of the mu- 
tual plan appears only in times of mis- 
management or of suspicion. Then 
the policyholders may organize them- 
selves and use the power which they 
do not exercise at other times. But 
even then the officers of a mutual 
company, through its agents, would 
be practically certain to have a ma- 
jority of the policyholders’ proxies. 
While, then, the ‘‘mutualization’’ of 
the Equitable will be in keeping with 
sound theory and good practice, its 
perpetual safety will not be secured. 
The practical officers of the company, 
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after ‘‘mutualization,’’ would be able 
to control the proxies of policyholders. 
Their control would not be theoreti- 
cally so certain as the ownership of 
fifty-one shares of the corporation, 
but it would be as practically com- 
plete. Simple mutualization, then, 
does not get at the root of the wrong 
principle. 

What is the wrong principle?—the 
wrong principle of most of the great 
insurance companies? 

There are questions about their 
management that the public con- 
tinually asks without receiving satis- 
factory answers; and every incident 
like this controversy about the man- 
agement of the Equitable keeps these 
questions alive. For instance, when a 
company of $100,000 owns the Equi- 
table, and dividends on this stock are 
limited to 7 per cent., why is this 
$100,000 of stock, no matter who 
should own it, worth $5,000,000 or 
$10,000,000, or some other fabulous 
sum? It can draw in dividends only 
$7,000 a year. 

Again, why is the notion a persistent 
one that a director’s seat in one of 
these large companies is worth much 
money? ‘Theoretically, all the money 
of an insurance company, except its 
running expenses, should go to its 
policyholders. Its active officers must 
be capable men and they must receive 
large salaries. But how any other 
personal gain can be got honestly from 
such a company by directors or by 
officers, than legitimate dividends and 
salaries, is not plain. 

The public has the notion, whether 
right or wrong, that in the making of 
loans and investments with insurance 
companies’ money officers and direc- 
tors do get indirect, if not direct, 
profits. Even these great companies 
(not to speak of lesser ones) will never 
enjoy quite the degree of public con- 
fidence that they ought to have until 
it is made plain that they are managed 
and safeguarded as savings banks are. 
The public feels now that the great 
insurance companies are safe chiefly 
because of their colossal size; but it 


feels also that their management is 
too closely identified with great spec- 
ulative enterprises and that the money 
of policyholders is used in financial 
games where incidental personal 
profits are got. In other words, the 
morality of insurance company in- 
vestments does not seem to have 
reached the level of the morality of 
savings banks investments. 

One of the directors of the Equi- 
table, who is a member of its finance 
committee, is also a member of a 
banking firm that sold many millions 
of bonds to the Equitable. Yet there 
is a law on the New York statute 
books which reads as follows: 

*‘No director or officer of an insur- 
ance corporation doing business in 
this state shall receive any money or 
valuable thing for negotiating, pro- 
curing or recommending any loan 
from any such corporation, or for 
selling or aiding in the sale of any 
stocks or securities to or by such cor- 
poration. 

‘** Any person violating the provisions 
of this section shall forfeit his position 
as such director or officer, and be dis- 
qualified from thereafter holding any 
such office in any insurance corpora- 
tion.’’ 

The law may not prohibit such 
transactions as the one mentioned, 
since no payment as a commission of 
money ‘‘or valuable thing’’ to the di- 
rector for any part he may have taken 
in the sale of the bonds has been al- 
leged. But the intent of the law is 
clear, and public opinion is behind 
it. 

A man who holds a governmental 
position cannot buy things for the 
government from a company in which 
he owns shares, and escape scandal. 
The standard set for public servants 
forbids such transactions. A mer- 
chant who imports goods is not 
eligible to the post of secretary of the 
treasury, as the case of Mr. A. T. 
Stewart showed, who was nominated 
by Lincoln. Not quite the same stand- 
ard of delicacy seems, therefore, to 
prevail in high financial insurance 
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circles that the public insists on in 
official circles. 

The main point is here. The dis- 
tinguished and able members of the 
boards of all the large life insurance 
companies directly represent rail- 
roads, trust companies, great indus- 
trial companies, and the like, which 
are at times large borrowers of money. 
And some of them invest these loans 
in speculative enterprises. The men 
who, as representatives of the insur- 
ance companies, vote some of these 
loans, profit by them as members of 
trust companies, and the like. In 
other words, the savings of the people 
(for insurance is only a form of saving) 
have thus become a large part of the 
capital that is used in the colossal 
games of Wall Street finance. A small 
group of men by this machinery con- 
trols more than a thousand millions 
of dollars that go to make up the as- 
sets of only three of the largest life 
insurance companies which have their 
headquarters in New York. 

The popular dissatisfaction with 
this grouping of power and privilege 
(for there is a popular dissatisfaction) 
is a very important part of the grow- 
ing spirit of revolt against all such 
concentration of financial power. 


USE OF ANNUITY IDEA. 

Annuity insurance, a form rising in favor in 
this country, and long known and appreciated 
and widely used throughout Europe for many 
years, is the cheapest of all forms of insurance, 
since in it the interest-earning power of the pre- 
miums is given its greatest opportunities. 

A man can carry $10,000 insurance in this 
form at the same price as $7,500 in the ordinary 
form, and the policyholder receives an income- 
producing property free from all chances of loss 
and depreciation, and guarded against all oppor- 
tunity of being diverted from the purpose or 
persons for whom it is intended. 

Many a good business man, when a large sum 
of money pours in upon him, finds it difficult to 
invest it wisely and well, but what is difficult 
for a man is much more difficult for a woman 
’ Jacking the practice and knowledge of business. 

A woman’s idea of a first-class investment is 
generally based on the rate of interest to be ob- 
tained. We know of a great many hardships 
resulting to women and young children where 
the insurance was paid in a lump sum and was 
subsequently lost by foolish investment. 

We have heard it stated to be a fact by a con- 
siderable authority on life insurance that from 
25 per cent. to 40 per cent. of all insurance 
moneys paid in cash to the beneficiary were 
either lost entirely or had dwindled to a small 
proportion of the whole within seven years 
from the time it had been paid. 

Here is a field which you will find profitable 
to develop, a great field, growing in importance 
daily.—Travelers Insurance Company. 





A GREAT INSURANCE LEADER. 





FROM THE OUTLOOK. 











The death, on Wednesday of last week, of 
Colonel Jacob Lyman Greene, President of the 
Connecticut Mutuai Life Insurance Company of 
Hartford, removes from the field of insurance 
finance a distinguished and honored personality 
at a time when great scandals in the insurance 
business make the loss of such a man especially 
severe, both to his own branch of industry and 
to the country at large. Colonel Greene was 
born in Maine in 1837, was educated at the Uni- 
versity of Michigan, entered upon the practice 
of law, enlisted in a Michigan regiment at the 
outbreak of the Civil War, and achieved an en- 
viable military record during four years of ardu- 
ous service. At the close of the war he left the 
law for the field of life insurance as an agent at 
Pittsfield, Mass., a little later becoming assistant 
secretary of the Conneeticut Mutual, of which 
he soon became president, remaining in that 
position for nearly thirty years until his death. 
He was a man of charming personality, of ster- 
ling integrity and uprightness of character, of 
what it is a pity to have to call ‘ old-fashioned ” 
honesty, and yet withal a scientific expert in in- 
surance and a successful executive of a great 
corporation. In addition to his official position 
as president of his own company, he was a 
director in various other financial institutions of 
Hartford, a.trustee of Trinity College, and ac- 
tively and influentially interested in - various 
civic movements of the community. He wasa 
‘prominent citizen” in the very best sense 
of that often much-abused term, and proved in 
his own life that distinguished social, financial 
and business success may be attained by a man 
who scrupulously lives up to the highest stand- 
ards of financial and civic honor in all his per- 
sonal and corporate relations. Colonel Greene 
believed himself to be, and really was, as every 
powerful financier ought to be, the trustee, not 
for his own pocket, but for the investors who 
put their savings into his charge. The indus- 
trial life of the country needs today, not more 
money, nor more energy, nor more skill and 
shrewdness, nor more money-making genius, 
but it does need mere men of the type and char- 
acter of Colonel Greene. 


RESPONSIBILITY. 


The responsibility resting upon the officers 
and managers of a life insurance company is not 
different from that which is assumed by the 
trustees of indivdual estates. In the great ma- 
jority of cases, the amount of the policy paid at 
the death of the insured represents a consider- 
able part of his estate. In some cases it is all. 

The taking out of a policy is prompted by un- 
selfish love and devotion. The payment of the an- 
nual premium represents quite often self-sacrifice 
and self-denial. The object to be secured, the 
protection and welfare of his family, is that 
which a man holds most dear.—Anon. 
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THE AGENCY MANAGER A FACTOR IN COMPANY CONTROL. 


I. S. GRIM IN THE ‘‘ WorRLD’s WorkK.’’ 


The recent disturbances in the af- 
fairs of the Equitable Life Assurance 
Society have made clear the import- 
ance to un insurance company of the 
man who directs and organizes its 
force of agents. Insurance men have 
realized it for a long time; but it was 
not until Mr. George W. Perkins, the 
second vice-president of the New York 
Life Insurance Company, was invited 
to become a partner in the banking 
house of J. P. Morgan & Company 
that outsiders began to realize the ex- 
tent of the power accumulated by a 
competent manager of the canvassers 
for insurance. In the troubles in the 
Equitable Life Assurance Society, Mr. 
Gage E. Tarbell, the second vice-presi- 
dent of the company and the head of 
the agency department, has had, all 
through the negotiations, an authority 
and degree of prestige very much 
greater than is to be accounted for by 
the duties ordinarily associated with 
his office. 

In the mutual companies the strate- 
gic advantage of the manager of 
agencies is much more tangible. Every 
policyholder, when he makes his ap- 
plication for insurance, is asked to 
sign a proxy giving the privilege of 
his vote to one or another of the 
directors. Sometimes the proxy is not 
presented for signature until the in- 
surance is actually in force; but it is 
almost never withheld when the agent 
asks for it. The names of those who 
are to use the proxy are printed in the 
blank. In the mutual company, the 
man who has the best understanding 
of the machinery through which these 
proxies are collected has a mighty 
voice in the administration of the 
company, though it may be a voice 
seldom raised. It matters not whether 
he be called president or manager of 
agencies, he is the real head of the 
company, or at least, has it in his 
power to become the real head when- 
ever he wants to. It is not necessary 





to go into more elaborate explanations 
to find a reason why,when it was pro- 
posed to change the form of govern- 
ment of the Equitable from one-man 
government by stockholders to one- 
man government by policyholders’ 
proxies, the allegiance of Mr. Tarbell 
was eagerly sought by both parties to 
the controversy. There is a certain 
dignity of proportion in a difference 
of opinion between giants of Wall 
Street in regard to the handling of 
$411,000,000. The presence of Mr. 
Tarbell in the midst of them, deferred 
to by the candidate of one side for 
high office, and then by the candidate 
of the other, was due to his unlimited 
capacity for making other men see 
things as he sees them. Persuasive- 
ness, enthusjasm, and unremitting ac- 
tivity have put Mr. Tarbell where he 
is. It would not surprise those ‘‘on 
the inside’’ to learn that he already 
has in hand enough proxies of policy- 
holders, becoming effective when the 
company is mutualized, to make him 
the decisive factor in the conflict. 

When Mr. Tarbell began writing in- 
surance for the Equitable Society in 
Chicago, years ago, he had marvelous 
success. It is told of him that he in- 
vented the ‘‘letter of introduction’’ 
method of getting around the prohibi- 
tion against the sharing of an agent’s 
commission with the policyholder. 

‘I cannot offer a rebate to you,’’ he 
would say to the man from whom he 
was trying to get an application for a 
$100,000 policy. ‘‘But, if you will take 
this policy, I will pay you $100 apiece 
for ten letters of introduction to men 
of as large means and of as much im- 
portance in the community as your- 
self. It is a perfectly fair price for me 
to pay you, because the letters will 
make it possible for me to make very 
much more than I pay you for them.”’ 

The delightful ingenuity of this 
plan, and the manifold advantages of 
it for both the agent and his client, 
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appealed very strongly to the business 
men of Chicago. They liked Agent 
Tarbell’s way, and the business he did 
was the marvel of his own office and 
the despair of his competitors. In 
those days, agents got a commission 
on ‘‘renewals’’; that is, every time a 
policyholder paid his annual premium. 
Mr. Tarbell told a friend within the 
last few weeks that his income from 
those renewal commissions brings him 
annually a sum of money far greater 
than his salary as second vice-presi- 
dent of the Equitable. 

Without being exactly excitable, Mr. 
Tarbell is very full of life. The same 
qualities which made him irresistible 
as a solicitor keep the men under him 
convinced that they must do as much 
business as he says he expects of 
them. At one of the summer school 
banquets a speaker told of going out 
to lunch with Mr. Tarbell and observ- 
ing that Mr. Tarbell was abstractedly 
making marks on the bill-of-fare. 


Later, the guest surreptitiously looked 
at the card and discovered that the 
vagrant fingers had traced out the 
words: 

““Get applications!’’ 

Mr. Tarbell never argues. He merely 
states his own side of the matter un- 
der discussion so picturesquely and so 
rapidly, and with such an altogether 
convincing air that the man on the 
other side might as well not talk at 
all. Nevertheless, as was shown at 
the most acute stage of the Equitable 
dissensions, Mr. Tarbell can make up 
his mind with great rapidity, once he 
is confronted with a situation that re- 
quires prompt and decided action. He 
has made every man in the broadly 
ramifying system of agencies feel a 
direct personal responsibility to Gage 
E. Tarbell. And that is the reason 
why Mr. Tarbeli is essential to the 
success of the various parties con- 
cerned in the difficulties of the com- 


pany. 





HENRY C. LIPPINCOTT: AN AGENCY LEADER OF THE BEST TYPE. 
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The eminent medical gentleman who 
recently said things about a mun’s de- 
creasing usefulness after forty, and 
uselessness after sixty years of age, 
was evidently not acquainted with 
Henry C. Lippincott, for since the 
year 1888, when at age forty-four, Mr. 
Lippincott became manager of agen- 
cies of the Penn Mutual Life Insur- 
ance Company, he has been one of the 
most important factors in the develop- 
ment and growth of that institution. 
He is now approaching sixty-one years 
of age, and while his assistants relieve 
him of many of the routine duties of 
his office, he has not lost any of his 
capacity for work or mental effort. 
Active, energetic, forceful, resultful 
work has been the predominating 
characteristic of his life, and the rec- 
ord of his achievement is seen in the 
history of the company to which he 
has devoted over thirty years of pur- 
poseful service. 

If any man can be said to have had 
a ‘‘call’’ to any particular line of work, 
Mr. Lippincott certainly received one 
when he entered the insurance busi- 


ness in the employ of the Penn Mutual 
in 1875. His experiences up to that 
time were fitting him for the position 
he was to occupy in the management 
of that company. He studied law in 
the office of Judge F. Carroll Brewster, 
one of Pennsylvania’s most eminent 
jurists, was admitted to the bar at the 
age of twenty-one, and successfully 
practiced in the Philadelphia courts 
until 1869, when, on account of fail- 
ing health, he went west and roughed 
it for a few years in Colorado, even 
engaging in mining. 

But there was more gold in his brain 
than he could find in the ground, so 
he taught school for a while and wrote 
for the newspapers. ‘hese were years 
of preparation, during which he was 
gaining that intimate knowledge of 
men and their possibilities which was 
to enable him later to select, train and 
general one of the best organized and 
most efficient agency forces in the 
country. Always a student, keen to 
discover the reasons for things, to 
stand secure in knowledge of facts, 
Mr. Lippincott at once applied himself 
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to a study of insurance, and it was 
not long before he was contributing 
special articles to the insurance jour- 
nals, a practice which he continued 
for many years. 

His style is singularly lucid and 
graceful, free from ambiguity, and 
expresses to a nicety the meaning he 
intends to convey. Asa letter writer 
he has few equals, and his skilful 
handling of the voluminous corres- 
pondence of his department has been 
most effective in the promotion of 


rendered better service to his com- 
pany and to the insurance business 
generally, than through his convincing 
arguments before legislative commit- 
tees and in the public press against 
proposed hostile legislation and un- 
just taxation. 

In addition to his duties as manager 
of agencies, Mr. Lippincott has found 
time to prepare the excellent canvass- 
ing documents in use by his company. 
His insurance advertisements are epi- 
grammatic, forceful and to the point. 








HENRY C. LIPPINCOTT. 


the harmonious relations which exist 
between the field representatives and 
the management of the Penn Mutual. 
He is the agents’ friend, he knows 
their difficulties and his sympathetic 
encouragement and words of appre- 
ciation have frequently held despair- 
ing representatives to the work and 
guided them to ultimate success. The 
field men justly regard him as their 
firm friend and wise counsellor. 

Mr. Lippincott is a master of his 
profession. He knows insurance, be- 
lieves in it with his whole heart, and 
while zealous in preaching its gospel, 
he is not the less earnest in denouncing 
unworthy motives or improper meth- 
ods. Probably in no other way has he 


They provoke thought and inquiry 
and rightly deserve the name of 
“literature.” 

Mr. Lippincott is a believer in the 
value of local life underwriters’ asso- 
ciations, and is one of the charter 
members and an _ ex-president of 
the Philadelphia association. He is 
invariably called upon to address 
the meeting whenever present, for he 
is a delightful and eloquent speaker, 
and exceedingly skilful in the thrust 
and parry of open discussion. 

He is a gentleman of rare ability and 
charming personality. Generous toa 
fault, considerate to his subordinates, 
appreciative of honest endeavor, he 
is deservedly the popular manager. 
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EXCEPTIONS TO CONCLUSIONS ON HIGH PRESSURE BUSINESS. 


FROM THE LIFE INSURANCE INDEPENDENT OF NEW YORK. 


Does It Pay Life Companies to Work 
Under High Pressure.—This subject 
is discussed by “‘Insurance Economics’’ 
in an article based upon certain tables 
compiled by Benjamin F. Brown, and 
published in connection therewith. 
The question is first asked: 

“Does it pay a life insurance com- 
pany to do a high pressure business? 
Can we answer this question through 
a study of results attained by the New 
York Life, the typical high-pressure 
company ?”’ 

The author of the article does not 
tell us what he means by “a high- 
pressure company.’’ Some will under- 
stand it to mean a company that 
bends all its energies to the securing 
of new business, and in that sense the 
company named may be regarded as 
typical. Others will understand the 
phrase to meanacompany that strives 
for volume regardless of cost. In that 
sense, many companies are operating 
under a much higher pressure than 
the New York Life. We use the term 
‘‘volume’’ in a relative sense. More 
than one company writing a smaller 
volume than the New York Life, 
possibly a tenth of the amount or 
less, but making as strenuous ef- 
orts to obtain it, incurs much heavier 
expense, relatively, and resorts to 
expedients—the advisory board, the 
dated back policy, the sale of stock 
with policies, etc., that the former 
has certainly never employed. But 
weshall leave it for ‘‘ Insurance 
Economics’’ to inform us, or its 
readers to determine for themselves, 
just what a “high-pressure com- 
pany”’ is. 

The article certainly contains food 
for thought, but in reasoning from 
statistics, as is usually the case, some 
wrong conclusions have been arrived 
at, because of misinterpretation of the 
figures. For example, speaking of the 
terminations of new business the 
statement is made: “Of the $2,679,- 


000,000 of new business placed during 
the thirteen years, nearly one-half 
(44 2 per cent.) disappeared from the 
books for other than the natural 
causes of death and maturity.”’ 

The statement that 44.2 per cent. of 
the new business disappeared from the 
books by other than natural causes, is 
a reckless one, thoughtlessly made, no 
doubt, and easily disproved. It as- 
sumes that all of the insurance ter- 
minated by expiry, by surrender, by 
lapse and by change and:decrease, was 
new business; whereas, at the begin- 
ning of the period under consideration, 
there was $629,083,178 of old business 
on the books. Surely, some of this 
was included in the amount ter- 
minated by the causes named. For 
example, $69,467,877 terminated in the 
first year of the period (1892), nearly 
all of which was necessarily old busi- 
ness, for very little insurance ter- 
minated in that day by lapse, and 
none by surrender or expiry, in the 
same year in which it was written. 
Likewise, a good proportion of the 
$83,977,659 going off the books in 1893, 
had been written previously to 1892, 
for no business at that time could be 
surrendered before the end of the 
third year. Moreover, a very large 
proportion of the business surrendered 
during the whole of the thirteen 
years, consisted of tontine and semi- 
tontine policies that had completed 
their dividend periods. This was 
necessarily all of it old business, writ- 
ten prior to 1892, save possibly a few 
ten-year policies surrendered in the 
last three years of the period under 
consideration. Practically all of the 
terminations by expiry during the 
first eight years of the period were 
legitimate term policies and ‘‘disap- 
peared’’ by ‘‘natural cause’’—the ex- 
piration of the term for which they 
were written, as truly as do endow- 
ments that terminate by maturity. 
The same is true of a portion of the 
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terminations by expiry during subse- 
quent years. 

We can only take time to point out 
one other error, an egregious one, in 
this interesting, if inconclusive, ar- 
ticle. In his table Mr. Brown shows 
the so-called gross surplus of the com- 
pany for each of the thirteen years, 
which increases rapidly up to 1902, 
when there is a sudden drop from 
$44,812,320 to $40,444,812 in 1903 and 
$40,918,520 in 1904. There is not a 
word of explanation of this apparently 
unfavorable feature, although the 
statistician, had he thought for a 
moment, would have realized that it 
was owing to the fact that during the 
two years named the company, as a 
more conservative method of valua- 
tion, had charged off the excess of 
market values over book values, an 
item for which all other companies 
take credit in the valuation of their 
assets. 

Notwithstanding its obvious errors, 
the article is worthy of the attention 
of students, who appreciate the fact 
that all deductions from statistics 
must be accepted with great caution. 


[It is a pleasure to know that a con- 
temporary whose criticism and anal- 


ysis we value, finds so little in our 
article with which to differ, indicating 
as it does that our effort to throm 
light upon an important question, sub- 


ject as it is to human error, has helped 
to direct attention to the doubtful 
value of high pressure business. We 


answer the three points raised by our 
contemporary as follows: 

1. By high pressure business, as 
stated in the, article in question, we 
mean the ambition of company man- 
agers to write more business each 
succeeding year and always more 
business, if possible, than any other 
company. 

2. The statement relative to the 
ratio of lapses in thirteen years was 
presented without any intention to 
mislead, but is properly criticised by 
the ‘‘Independent’’ for the reasons 
which it sets forth. The substance 
of our statement, however, is correct, 
namely, that terminations for thir- 
teen years were nearly one-half of 
the total new business placed during 
that period, the major portion of such 
terminations being upon _ business 
written since 1892. 

3. Relative to the decreased sur- 
plus shown in 1903 and 1904, the ed- 
itor of this journal did not consider or 
make any point of this reduction as it 
related to high pressure business. 
Had we done so we hope there would 
have been no neglect to consider 
the factors contributing to this re- 
duction.—Ed. | 








HIGH PRESSURE BUSINESS AND 


ITS EFFECT UPON THE AGENT. 








In a recent article examining the 
effects of high pressure business in 
the case of a particular company, the 
Journal reached the conclusion that 
the best results for American life in- 
surance could not be attained until 
the companies disregarded altogether 
the sums of new business written 
each year as compared with other 
companies. As to.the effect of high 
pressure upon the agents employed 
under that system, we quote the fol- 
lowing testimony from the agency 
manager of one of the three giant 
companies: 

In our profession one of the greatest enemies 
is that reaction which invariably follows a sea- 


son of working under pressure. Many a man, 
who, by concentrated effort, does a magnificent 
business in a few days or a few weeks and then 
gives way to the temptation to take it easy for 
a while, finds that it takes weeks, even months 
sometimes, to get himself back into the condi- 
tion where he can go out and make the same im- 
pression and secure applications as he did for- 
merly. 

If this be the effect of high pressure 
business upon agents (and our own 
experience and knowledge tells us 
that the picture is truly drawn), 
surely the conditions of a high pres- 
sure business must be detrimental to 
the company as well, for there must 
be the same reaction, the same loss 
of value and the same spasmodic re- 
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sults reflected in the company’s busi- 
ness as a whole. 

We do not wish to undervalue the 
character which comes to a man who 
consumes his energy unsparingly, 
cultivating his producing energy to 
the highest degree, but it is clearly 
manifest that this wear and tear on 
the human machinery is not without 
its counterbalancing dangers. We 
do not believe that the conditions 
described above by the agency man- 
ager will be found to be true in the 
case of agents working for companies 
whose officers do not constantly press 
them for more and more business. 

A natural self-interest will compel 
the general agent or the solicitor to 
produce all the business of which heis 
capable. Under pressure he may pro- 
duce beyond his natural capacity, but 
there follows the inevitable reaction 


referred to. It is the steady, plodding 
work day in and day out which 
really counts in the long run. Heavy 
production in a short period, bringing 
large commission returns, has much 
the same effect upon the agent as 
fortunate gains made through specu- 
lation in the stock market, and the in- 
fluence upon the character of the 
agent is likely to be the same. 

The general agent or the solicitor, 
whether he be working for a high, a 
medium or a low pressure company, 
will serve his own interests best if he 
resists the call for more business and 
makes of himself a steady, trust- 
worthy, producing piece of machinery, 
rather than a spasmodic bunch of 
energy capable of working only when 
prodded and then finding his energy 
weakened and undermined for contin- 
uous effort. 





COST OF NEW BUSINESS 





WITH RESULTS ATTAINED. 





The table on the opposite page, pre- 
pared by Benjamin F. Brown, show- 
ing the cost of new business in twenty- 
five American life insurance compan- 
ies, together with accruing results 
during 1904, will be found, we believe, 
of particular interest at this time 
when the value of new business is 
being discussed. 

A study of the table shows that the 
average rate of premium received by 
the companies in 1904 was $39.90. 
The premium on the new paid busi- 
ness amounted to $49,776,682, and the 
total expenses in placing that new 
business equalled, according to Mr. 
Brown’s estimate, $42,822,883. This 
figure is deduced by including all com- 
missions, medical examiners’ fees and 
fees for inspection of risks, which are 
direct and definite charges upon new 
business, and by adding thereto three- 
fourths of the charges for agency 
salaries, rents and expenses, advertis- 
ing, printing, etc. 

The gross result shows that 86 per 
cent. of the new premium received 
was spent in putting it on the books 
and that the costs to the individual 
companies run from $52 to $131.40. 
In other words, the twenty-five com- 


panies received an average premium 
of $39.90 and spent in placing the 
business $34.36. 

The results of these new placements 
upon the general business of the com- 
pany may be determined by a glance 
at the column headed “pro rata re- 
sults’’ and the ‘‘year’s waste.’’ We 
find that the companies wrote new 
paid business of $1,246,298,500, while 
the gain in insurance in force was 
$538,999,352. The amount of new 
business gained for each $100 of ex- 
pense was, on the average for the 
twenty-five companies, $2,923, while 
the average insurance gained for each 
$100 of expense was $1,259. In these 
columns especially will the study of 
comparative results in the case of dif- 
ferent companies be found interesting. 

Under the head ‘‘terminations’’ of 
ail kinds except by death and matur- 
ity, we find the sum of $668,957,689, 
showing that the terminations were 
more than one-half of the insurance 
written, while the percentage of ter- 
minations to total insurance in force 
during 1904 was 8.49, an increase over 
the previous year, when it was 7.90 
per cent. 

Now as always the item of waste 
demands the constant attention of 
company managers and agency forces. 








Cost of New Business in 1904 as Related to Value Received in Results. 
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CASE OF THE EQUITABLE LIFE IN THE HANDS OF THE PUBLIC. 


Investigation May Subject All Officers to Criticism—Mr. Hyde’s Continuance as Vice- 
President Almost Intolerable. 


HE case of the Equitable Life is now in the public forum where it should 
Properly remain until all questions of controversy are seitled and settled 
right, as we believe they will be. Those who counsel suppression of the 
facts or do not favor a complete probing of the situation will not, in our opin- 
ion, advance the best interests of life insurance, for all identified with the 
business have been affected by the clash of personalities and interests which 
have focused public attention upon the affairs of the Equitable Life. 

The proposed investigation by a special committee of Equitable directors 
should be productive of good results. Certain it is that the questions asked by 
that committee and freely spread before the public, if fully and properly an- 
swered and as freely given publicity, should meet many of the demands of the 
Situation. <A very satisfying investigation would be one conducted by outside, 
disinterested state insurance departments. 

An impartial investigation will, in all probability, touch in a greater or 
less degree all of the company officials involved in the present controversy. It 
will probably be shown that the acts of none are entirely free from criticism. 
It is not inconceivable that both factions may give way in the larger inter- 
ests of the policyholders. 

Of this we feel sure, however, that it will be difficult to show any rea- 
son why the first vice-president of the company should retain his position 
at the salary paid because of his qualifications as an underwriter or a finan- 
cier. Furthermore, young Mr. Hyde’s conception of the value of the capital 
stock owned by him, as revealed in his public statements, and of his duties and 
obligations to the society, cannot, in our opinion, warrant his continuance in 
this responsible office. While much that has occurred in the controversy tends 
no doubt to turn sympathy toward Mr. Hyde and his ‘‘property rights’’ yet 
matters have assumed such a trend as to make his continuance as vice-presi- 
dent almost intolerable. 

The founder of the Equitable Life, Henry B. Hyde, fondly thought that he 
had made of his son an insurance man worthy to be his successor. But insur- 
ance men are not made, they make themselves. Young Mr. Hyde has pre- 
ferred to make a name for himself in other departments of life, depending ap- 
parently upon stock control to retain his position and its attending emoluments, 


thus standing in the way of the proper advancement and legitimate rewards of 


those who make insurance their life work. 
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LIFE COMPANIES DOING BUSINESS ON PRELIMINARY TERM PLAN. 


(No Reserve Accumulations the First Year. ) 


We publish herewith a list of life 
companies whose policy contracts con- 
tain the so-called ‘‘preliminary term 
clause’’ and for the information of our 
readers the meaning and scope of this 
clause is thus outlined: 

These companies claim to be legal 
reserve companies in the accepted 
sense of the term. State law and in- 
surance practice requires ‘‘legal re- 
serve’’ companies to begin at the very 
start to accumulate a reserve to pro- 
tect the policies. The ‘‘preliminary 
term’’ companies by a legal subter- 


American Central, 
Indianapolis, Ind. 


' Bankers Life, Liberal Life, 


Kansas City Life, 
Kansas City, Mo. 


serve back of its deposits, would not 
be as strong as a bank which did. 

No company claiming to operate on 
the ‘‘legal reserve’’ plan, can, in our 
opinion, rightfully use the first year’s 
reserve for expenses. ‘To attempt to 
do so by a legal subterfuge (i. e. the 
preliminary term clause in the policy) 
is, as it seems to us, a deception upon 
the insured which cannot fail, when it 
becomes known, to impair confidence 
in the company. Furthermore, in 
our opinion, a company which uses its 
reserve trust funds for expense pur- 


Pittsburg Life & Trust, 
Pittsburg, Penn. 
Provident Savings Life, 


New York, N. Y. 
Central Life, 
Des Moines, Ia. 
Citizens Life, 
Louisville, Ky. 
Conservative Life, 
Los Angeles, Cal. 
Des Moines Life, 
Des Moines, Ia. 
Federal Life, 
Chicsgo, Ill. 
Fidelity Mutual, 
Philadelphia, Penn. 
Franklin Life, 
Springfield, Il. 
Hartford Life, 
Hartford, Conn. 
Illinois Life, 
Chicago, IIl. 


Anderson, Ind. 
Security Life & Annuity, 
Philadelphia, Penn. 
Meriden Life & Trust, 
Indianapolis, Ind. 
Michigan Mutual Life, 
Detroit, Mich. 
Minnesota Mutual Life, 
St. Paul, Minn. 
Missouri State, 
St. Louis, Mo. 
Mutual Life of Illinois, 
Chicago, Ill. 
Mutual Reserve Life, 
New York, N. Y. 
National Life of U.S. A., 
Chicago, Ll. 
Northwestern National, 
Minneapolis, Minn. 


¥ 


New York, N. Y. 
Reserve Loan Life, 
Indianapolis, Ind. 
Royal Union Mutual, 
Des Moines, Ia. 
Security Life & Annuity, 
Greensboro, N. C. 
Security Mutual, 
Binghamton, N. Y. 
Security Trust & Life, 
New York, N. Y. 
South Atlantic Life, 
Richmond, Va. 
Southern Life & Trust, 
Greensboro, N. C. 
State Life, 
Indianapolis, Ind. 
Volunteer State Life, 
Chattanooga, Tenn. 





Inter-State Life, 
Indianapolis, Ind. 


Pacific Mutual Life, 
San Francisco, Cal, 








fuge (the ‘‘preliminary term clause’’) 
claim that by consent of the policy- 
holders, they are not required to ac- 
cumulate any reserves during the first 
year, but can use the whole premium 
for expenses. 

Therefore the value of indemnity 
furnished by ‘‘prelimiary term’’ com- 
panies is impaired to the extent of 
first year’s reserve, and these compa- 
nies are not financially as strong as a 
company which puts up the full re- 
serve at the start, just as a bank 
which did not hold the full legal re- 


poses, invites failure by decreasing 
the security back of its contracts. 

The preliminury term companies 
are annually diverting millions of 
dollars from reserve funds to expenses 
inviting, we believe, future scandal 
which will equal if not exceed that 
attending the failure of assessment 
corporations. Purchasers of policies 
should carefully examine their con- 
tracts to see if they contain the ‘‘pre- 
liminary term clause’’ or any similar 
condition which enables the company 
to escape the setting aside of a 
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reserve to protect the contract at the 
start. 

Affidavits or indorsements of state 
insurance departments are not con- 
clusive, because some supervising offi- 
cials hold that if the insured wants a 
policy without the protection of re- 


serve during the first year, and is 
willing to allow the company to use 
the first year’s reserve for expenses, 
the state is not responsible so long as 
the ‘‘ preliminary term clause’”’ is 
in the contract which the insured 
accepts. 


TEN YEARS’ EXPERIENCE OF THE WASHINGTON LIFE. 


Prepared for the JouRNAL oF INSURANCE Economics by Benj. F. Brown. 





31. 


Gross SurPLus EARNINGS. 


Total 
Under- 
writing or 
Distribu- 
tive 
Earnings. 


Interest in 
Excess of 
Reserve 
Require 
ment. 


Mortality 
Gains, Ex- 
pense, Sav- * 

ings, etc. 


Dividends 
Paid and 
Credited. 


Year Ending Dec. 


2 


219,526 


3 
88,921 
98,972 
94,279 
114,867 
126,457 


$ 
612,046 


162,663 


228,918 
203,379 
163,847 
140,388 

88,558 


5,120 
189,266 
156,627 
177,142 
148,469 


123.925 
101,071 
101.508 
112,574 
117,956 

1,872,933 1,337,623 


535,310 1,080,530 





How APPLIED. 


INVEST- 
MENT, 
FLuctua- 
TION, 
ETC. 


Net 
Changes 
in Secur- 
ity Values 
including 
Realized 
Profit or 

Loss. 


CURRENT SURPLUS. 


Gross 
Surplus 
(including 
Non-ad- | 
mitted 
Assets). 


Total In- 
crease of 
Surplus 
from Insur- 
ance and 
Investment. 


Remainder 
to 
Surplus. 


| 
c—72,542 
667,649 
775,865 
621,376 
822,636 


| a—481,441 258,750 
—174,750 66,534 
155,738 1,249 

— 206,727 5,467 
52,610 —27,745 


$ 
b—740,191 
—108,216 
154,489 
—201,260 
24,865 | 
—129,045 | d-272,459 
—28,506 
—12,619 
41,521 


~26,923 


—143,414 | d—797,771 
j 654,357 
594,668 
552, 168 
529,121 


—52,853 598,073 525,031 








These several items are affected by restoration of reserve on policies marked off, as of Nov. 30, $459,816 in amount. 
Gross deficit Dec. 31, as made up of restored policy reserves and reduction of ‘‘market value of real estate over 


b. 

book” from $375.857.53 to $136,195.07. 
c. New capital $656,250, gives surplus 
d. Includes mark-up of real estate $2 


1 
i 


of 
2.500 


The above tabulation showing the experience 
of the Washington Life for the past ten years, as 
prepared for this magazine by Benjamin F. 
Brown, gives the actual impairment of the com- 
pany on Dec. 31, 1904, as shown by Mr. Brown’s 
system of analysis. 

While during the ten years the company made 
excellent gains upon its interest account, yet the 
losses due to excessive expenses, etc., amount- 
ing all told to $1,337,000, brings the total under- 
writing earnings down to $535,000 for the ten 
years. When it is considered that the company 
paid dividends during that period of $1,080,000, 
twice the actual earnings, it is readily under- 
stood how its surplus was steadily depreciated, 
resulting in a final impairment. 

With a change of management and the invest- 
ment of new capital the deficit of $72,000 on 
Dec. 81 has been converted into a surplus of 
$583,000 or 3.43 per cent. of liabilities. While 
this working surplus is not large and of itself 
cannot be accepted as a guarantee of improve- 
ment or future success for the company, yet the 
new management may, by careful pruning on 
the expense account and a reduction of dividends 
declared, gradually place the company on a se- 
cure and substantial footing. 

In the trustworthiness of the new management 
we have confidence, and it is no reflection on 


$583.708 (3.43% of liabilities) as of Dec. 31. 


their powers or intentions to say that they may 
find the task of resuscitation difficult unless 
there be further contributions to the surplus ac- 
count. 


COLUMBIAN NATIONAL COMMISSIONS. 
Editor of Insurance Economics: 

I have read with interest the article by 
Samuel Davis on The Columbian National Life 
Insurance Company in the March number of the 
Journal of Insurance Economics, together with 
your comments thereon. It is very pleasant to 
read an article which is so fair minded, and 
which so clearly explains the method of start- 
ing a new life insurance company which we 
have adopted, and which we believe will ulti- 
mately make a company that serves its policy- 
holders better than any other existing company. 

There is one statement in the article which 
is not strictly correct. In the lower part of the 
first column, on page 151, it is stated that The 
Columbian obtains its business through a ‘‘ cor- 
porate’ general agency. Asa matter of fact, 
The Columbian Insurance Company makes an 
individual contract with each of its insurance 
agents, but the agents’ commissions are ulti- 
mately paid by the American Agency Company. 

Francis P. Sears, Vice-President, 

The Columbian National Life Insurance Co. 
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REFORM INSIDE AND OUTSIDE 





In business and society, as in the individual, the real 
growth and improvement comes from inner forces; re- 
form proceeds from the inside to the outside, never by 
the reverse process. But reform from the inside may be 
aided and stimulated by outside forces. All insurance 
men should, and intelligently progressive insurance men 
do, welcome outside criticism which will aid them in 
promoting manifestly desirable changes. Moreover they 
will not resent these outside criticisms even though they 
be presented in a partisan spirit and do not always rep- 
resent the facts — for they recognize that on all prob- 
lems there are two points of view, that of the man who 
is on the inside and of the one who is not; in other words, 
of the buyer and seller. All insurance men should, and 
many will, give respectful consideration to the view point 
of the outsider ‘the buyer) and seek always to understand 
and sympathize with his contentions. 
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What Is the Use... 


of saying ‘‘the best company ”’ 
or ‘‘ the strongest company”’ 
or ‘‘ the largest company'’ ? 


They are all these things. 
We say simply 


The Penn Mutual 
Life Insurance Company 


OF PHILADELPHIA. 
ORGANIZED 1847. 


That Tells the Whole Story. 











MASSACHUSETTS MUTUAL 


LIFE INSURANCE CO. OF 
SPRINGFIELD, MASS. 














FINANCIAL CONDITION. 





ASSETS, JAN. 1, 1905, os $37,071,298 
Liabilities, - - as 33,770,675 
SURPLUS, ’ = i 3,300,623 





JOHN A. HALL, President. 
HENRY M. PHILLIPS, Vice-President. 
W. W. McCLENCH, 2nd Vice-President. 
W. H. SARGEANT, Secretary. 


weve C. SANBORN, Mgr. 
OFFICE 31 MILK STREET. 





——{-—- 
Columbian National Life 
Insurance Company 


BOSTON, MASS. 





INCORPORATED UNDER THE LAWS OF MASSACHUSETTS 


— 





PERCY PARKER, President 
Wm. BUTLER WOODBRIDGE, Gen'l Manager 





THERE IS 
ALWAYS A GOOD OPPORTUNITY 
FOR A GOOD MAN 


TO REPRESENT 


The Mutual Life 
INSURANCE COMPANY OF NEW YORK 
ITS REPUTATION INSURES SUCCESS FOR 
THE INTELLIGENT AND ACTIVE AGENT 
_ You are invited to apply for information upon this sub- 

lect to 
°’ GEORGE T. DEXTER, 
Superintendent of Domestic Agents, 
32 NASSAU ST., NEW YORK CITY. 





PHENIX 


INSURANCE 
COMPANY 


OF BROOKLYN, N. Y. 


Has removed to its New Office, 
No. 68 WILLIAM ST., 
New York. 





The attention of Reliable Agents in search 
of desirable contracts is called to the 


JOHN HANCOCK 


MUTUAL LIFE INSURANCE COMDANY 


OF BOSTON 


S. H. RHODES. President. 
ROLAND O. LAMB, Vice-President. 
WALTON L. CROCKER, Secretary. 


None but the best forms of Life, Endowment, Term 
and Instalment Policies issued. See our Optional An- 
nuity Policy. Good Agency contracts to the right men. 


FRANCIS MARSH, F 
Manager for Eastern Massachusetts, 
John Hancock Bldg. - 178 Devonshire St. 





“The Leading Fire Insurance Company of America” 





Wit. B. CLARK, President. 
W. H. KING, Secretary. 
A.C. ADAMS, C. J. IRVI 


TIN, 
HENRY E. REES, A.N. WILLIAMS, 
Assistant Secretaries. 





THE METROPOLITAN 
LIFE INSURANCE CoO. 


(Incorporated by the State of New York) 
The Leading Industrial Insurance Company in America.” 


Pays over Three Hundred and Ninety-one Death Claims Daily. 
Insurance in Force of over $1,470,000,000 
Permanent; Profitable, and Progressive Employment. 
AGENTS WANTED. 


Any honest, capable and industrious man, who is 
willing to begin at the bottom and acquire a com- 

lete knowledge of the details of the business by 

iligent study and practical experience, can, by dem- 
onstrating his capacity, establish his claim to the 
highest position in the field. It is within his certain 
reach. The opportunities for merited advancement 
are unlimited. All needed explanations will be fur- 
nished upon application to the Company’s Superin- 
tendents in any of the principal cities, or to the 
Home Office, No. 1 Madison Avenue, New York City. 









































Insurance Journals worth 
Patronizing 


Insurance Engineering, 120 Liberty 
St., New York, N. Y. Especially devoted 
to engineering matters, particularly in their 
relation to fire insurance. The only pub- 
lication of its kind, and particularly valu- 
able to insurance experts. 

Price, $3.00 per year; 25c per copy. 


The Insurance Field, Louisville, Ky. 
Branch offices, Chicago and Atlanta. An 
up-to-date weekly newspaper covering all 
departments in the Southern and Western 
fields. Of particular value to agency in- 
terests. Special life insurance supplement 
once a month. Covers its particular field 
better than any other paper. 

Price, $3.00 per year; single copies I5¢. 


Insurance Post, Royal Bldg., Chicago, 
Ill. A fortnightly insurance review. 
Strong in its editorial articles and contain- 
ing features of special value to all insur- 
ance men in the Western field. 

Price, $2.00 per year; single copies 15c. 


Insurance Press, 120 Liberty St., New 
York, N. Y. A weekly newspaper cover- 
ing all branches of insurance in the East- 
ern field, as well as general and specific 
information of interest to all insurance 
men. Contains special features in fire and 
life departments not found in other papers. 

Price, $5.00 per year; 15c per copy. 


The Standard, 60 India St., Boston, 
Mass. An enterprising weekly covering 
the New England field in all branches 
better than any other paper. Contains 
special features not found in other publi- 
cations. 

Price, $3.00 per year; single copies Ioc, 





Weekly Underwriter, 58 William St., 
New York, N. Y. A weekly review cover- 
ing all branches, strong in its editorial 
comment and making a specialty of insur- 
ance returns by States. Also has the best 
information respecting State insurance leg- 
islation. 

Price, $5.00 per year; single copies Ioc. 





Western Underwriter, 164 La Salle St., 
Chicago, I1l., and Cincinnati, Ohio. A first- 
class weekly paper covering the Central 
Western insurance news better than any 
other publication. Indispensable to fire, 
casualty, and life agents in that section. 
Special monthly issue relating to life in- 
surance. 

Price, $2.50 per year; single copies 15c; 
special life number 2oc. 


Life Insurance Educator, Louisville, Ky. 
A monthly publication designed to educate and 
Oc- 
cupies a distinctive field which it covers in a 


assist life insurance solicitors in their work. 


unique way. 
Price $2.00 per year; single copies 20c. 


Joseph A. Devney, Editor. 








FORTY-FIFTH YEAR. 


HOME LIFE 


INSURANCE COMPANY OF NEW YORK. 
GEORGE E. IDE, President. 


Admitted Assets, - - - $16,606,229.07 
Dividend-Endowment Fund, 1,290,036.00 


(Weterred Dividends) 
Contingent Fund, $228,211.31 
Net Surplus, 1,134,104.25 


Insurancein Force, - - - 


1,362,315.56 
74,892,289 .00 














THE 
FIRST MUTUAL 





Chartered in America. 


NEW ENGLAND MUTUAL 


LIFE INSURANCE COMPANY, 
BOSTON, MASS. 





Operates on a full 3 |-2 per cent. Reserve 
under Massachusetts Law, and offers 
the very best possible security, with 

a safe, equitable contract. 


FINANCIAL STATEMENT. 


ASSETS, $38,324,422.73 
LIABILITIES, 34,638,296.48 





SURPLUS, $3,686,126.25 


BENJ. F. STEVENS, President. 
ALFRED D. FOSTER, Vice-President. 
D. F. APPEL, Secretary. 
WM. B, TURNER, Asst. Sec’y. 
































EVERY MAN INTERESTED 


In selecting a profession 
that offers the greatest 
prospect of success 
/ should read the book- 
SS Y let ‘‘Careers for the 
f THE Sa ‘Coming Men,’ by 
PRUDENTIAL ~~ Hon.JohnF. Dryden. It 
YS TRENGTHOF, Ft” is a practical discussion 
if GIBRALTAR ty of the opportunities of- 
i n? jaeaee fered in the field of Life 
: Insurance. A copy will 
be sent, free, upon re- 

quest. 


The Prudential 


INSURANCE COMPANY OF AMERICA. 
Incorporated as a Stock Company by the State of New Jersey. 


Home Office: JOHN F. DRYDEN, 
Newark, N. J. President. 


Prudential Agents are Money Makers. Open 
Territory for Energetic Men. 


The Grand Prize Was Awarded The Prudential 
at the St. Louis Exposition. 


$94,000,000 


Paid in Fire Losses 
in the United States alone during 


56 YEARS 























BY THE 


LIVERPOOL 


AND 


| ONDON 
“”” GLOBE 


Insurance Company. 


ASSETS U. S. BRANCH, 
$12,056,918. 
NET SURPLUS, 
$5,160,000. 


CONFLAGRATION PROOF. 
NEW YORK OFFICE, 45 WILLIAM ST. 


National Life 


Insurance Company 
OF VERMONT. 
Established in 1850. Operating in 42 States. 


Joseeu A. DE BOER. President. 

JAMES T. PHELPS, Vice-Pres. 
JaMES B. Ester, 24 Vice-Pres. 
OSMAN D. CLABK, Secretary. 








H. M. CUTLER, Treasurer. 
A. B. BISBEE, Med. Director. 
C. E. MOULTON, Actuary. 
F. A. HOWLAND, Counsel. 


This Company held January 1, 1905, and gained 
during the past decade: 


ASSETS, . . $31,398,453.67 Gain, 184s 
SURPLUS, . . 3,458,075.90 Gain, 142% 
INSURANCE, 134,761,554.00 Cain, 107% 





Sells the Best and Most Modern in Life, 
Term, Endowment and Annuity Inseur- 
ance, 


JAMES T. PHELPS & CO0., State Agents, 
159 Devonshire Street, . . BOSTON, MASS. 











The Mutual Benefit 


LIFE INSURANCE CO. 
NEWARK, N. J. 


FREDERICK FRELINGHUYSEN, President. 


ASSETS (Market Values), Jan. 1, 1905, $93,237,790.27 
LIABILITIES 85,918,227.30 
SURPLUS 7,319,562.97 


MUTUAL BENEFIT POLICIES 


CONTAIN 
Special and Peculiar Advantages 
Which are not combined in the 


POLICIES OF ANY OTHER COMPANY. 





STATEMENT, JANUARY I, 1905. 


Cash Capital $1,000,000.00 
Premium Reserve . 2,524,219,17 
Reserve for Losses under Adjustment 182,967.55 
Reserve for All Other Claims 6,287.51 
Net Surplus : 2,639,225 50 


Total Assets $6,352,699,73 





Commercial Union Assurance Company, 
(Limited) 
OF LONDON. 
PINE AND WILLIAM STREET - NEW YORK CITY. 








Berkshire 
Life Insurance Co. 


OF PITTSFIELD, MASS. 


Jamus W. Hutt, President. 
James M. BaRgkeER, Vice-President. 
J. M. Lex, Actuary. 


Tuo. L. ALLEN, Secretary. 
Rop’t H. Davenport, Ass’t Sec’y. 


This Company, with its more than fifty years of 
successful and honorable practice, its solid finan- 
cial condition, its fair and liberal policies, all sub- 
ject to the Non-Forfeiture Law of Massachusetts, 
commends itself both to policy-holder and agent. 


For circulars and rates address, 


EASTERN MASSACHUSETTS AGENCY, 


40 Water Street, Boston, Mass. 
DYER & FOSS, Managers. 
































